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PROFESSIONAL NOTES 


The War’s *‘ Duration ’’ and ‘*‘ Termination ”’ 

It is probable that many contracts now being made 
are expressed to be for “‘ the duration of the present 
war,” or until its “ termination.”’ At first sight these 
terms seem to be clear enough. But where similar 
terms had been used in contracts made during the 
last war, litigation was necessary to interpret them, 
and the result was not what many of the parties had 
expected. The actual fighting in that war terminated 
with the armistice on November 11, 1918, which 
was renewed on December 14, 1918, and the peace 
treaty with Germany was signed on June 28, 
1919. But the treaty was not ratified till January 
10, 1920, and this date was held by the courts— 
following the terms of an Order in Council—to be 
the date of the termination of the war between 
Britain and Germany. General peace did not come 
officially till August 31, 1921. Persons entering into 
contracts “ for the duration ”’ should therefore con- 
sider carefully the words they use, to avoid the risk 
of assuming liabilities for a much longer period than 
they contemplate. 


Receipts 
A practice is apparently growing of withholding 
receipts for payments owing to the need for economy 
of labour, time, materials and expense. Such a 


practice raises important questions in regard to both 
law and audit practice. So far as the law is con- 
cerned, we are advised that the matter is governed 
by Section 103 of the Stamp Act, 1891, which provides 
that if any person 


(1) gives a receipt liable to duty and not duly 
stamped or 

(2) in any case where a receipt would be liable to 
duty, refuses to give the receipt duly stamped to 

(3) upon a payment of the amount of £2 or upwards 
gives a receipt for a sum not amounting to {2 or 
separates or divides the amount paid with intent 
to avoid duty 


he shall incur a fine of £10. The only legal provision 
compelling a person to give a receipt is provided by 
this section which, it will be noted, only applies to 
receipts which are liable to the duty mentioned. A 
mere neglect or omission to give a receipt or even to 
comply with the request to send a stamped receipt 
by post is not a refusal within the meaning of the 
section, and to constitute an offence there must be a 
definite refusal to give a stamped receipt to the person 
entitled to take it. It follows that any supplier who 
circulates his customers saying that in view of war 
conditions it is not proposed to continue the general 
issue of receipts but that receipts will be given for 
amounts paid in cash or when a customer expressly 
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desires it will not be guilty of any offence under the 
Stamp Act. 


From the auditing point of view the position cannot 
be stated in such definite terms. Vouching is a 
necessary of an audit, but payments can be 
vouched by other means than the inspection of 
receipts. In some cases it might be practicable for 
all payments to be made by cheque with a receipt 
on the back thereof. This method is not entirely 
satisfactory but would be preferable to the complete 
absence of receipts. It must be recognised, however, 
that the general adoption of such a practice as the 
withholding of receipts except on demand increases 
the possibility of irregularities. Wartime conditions 
demand that such possibilities ought not to be 
increased but on the contrary should be reduced by 
every known method. Accountants generally, there- 
fore, will no doubt be inclined to encourage their 
clients to object to the extension of this very doubtful 
form of economy. 


Accountancy as a Reserved Occupation 


Some surprise has been occasioned in the profession 
by the changes in the Schedule of Reserved 
Occupations as regards accountants which were 
recently announced. These are set out on page 216. 
It is much to be regretted that the Ministry of 
Labour and National Service did not consult the 
Accountants’ Advisory Committee before the 
changes were authorised. The alterations do not 
affect individual members of those bodies who were 
specifically recognised in the previous Schedule, or 
audit assistants with ten years’ experience in a 
practising accountant’s office: men in both of these 
categories continue to be reserved at 30 years of age. 
Further, the reduction in the age of reservation of 
other classes of accountants was doubtless in the 
national interest, but it is regrettable that all bodies 
of accountants whatever their date of foundation 
or standard of admission are grouped under one 
omnibus item. The wording used, ‘member of an 
incorporated society of accountants,” is open to very 
serious objection on the part of those who hold 
established qualifications of a high standard, implying 
definite professional training and the passing of 
severe examination tests. 


Destruction by Enemy Action of Papers in 
Insolvency Cases 


Some professional accountants acting as trustees in 
bankruptcw or under deeds of arrangement have 
experiencea difficulty when their papers have been 
destroyed by enemy action. We are advised that the 
practice adopted by the High Court is for the trustee 
in bankruptcy to complete a form of application for 
copies of the necessary documents, and to attend 
before the Senior Registrar, or in his absence the 
Registrar in Chambers. The form will be sent by 
post on request. If the trustee’s office is at a distance 


from the Court, so that it would be a hardship for him 
to attend in person or to go to the expense of instruct- 
ing a representative, he should return the form with a 
letter requesting that the matter be dealt with through 
The 


the post and stating his reasons for the request. 
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Registrar may require the trustee to attendif he con- 
siders it essential. The Court will only supply copies 
of such documents as are required to enable the 
trustee to proceed with the administration of the 
estate. 


Where papers relating to a deed of arrangement 
have been lost, the trustee should apply to the 
Registrar of Deeds of Arrangement, Board of Trade, 
296, North Promenade, Blackpool, and copies of such 
documents as are kept there will be supplied on pay- 
ment of the statutory fees. There is no need for 
the trustee or his representative to attend personally 
at Blackpool. 


Charities and Sections 25 and 27, 
Finance Act, 1941 

The effect of the modification of the provisions for 
tax-free annuities, etc., on charities such as the 
Benevolent Fund of the Society, will be to reduce the 
income as compared with 1939-40 or 1940-41. As 
readers are aware, subscribers may enter into irre- 
vocable covenants binding themselves to pay a stated 
amount to the charity for a period of years. So long 
as the period is capable of exceeding six years, the 
taxpayer reaps a benefit by reason of the subscription 
becoming an annual payment for sur-tax purposes, 
while the charity recoups the tax deducted or deemed 
to be deducted. To give the maximum benefit, it has 
been customary to make these arrangements “ tax- 
free,” i.e. the payer covenants to pay such annual 
sum as after deduction of income tax at the current 
rate will leave the net sum of the stated amount. 
Increases in the rate of tax have therefore hitherto 
increased the income of the charity. By reason of 
Section 25 of the 1941 Act, however, the tax-free 
payment is reduced for 1941-42 to twenty twenty- 
ninths of the stated amount, the effect being to limit 
the annual charge on the payer to what it was in 
1938-39. The sum so arrived at is then regarded as 
the net sum taxed at 10s. in the £. For example, 
where a subscriber to the Benevolent Fund entered 
into a covenant to pay such annual sum as after 
deduction of tax at the standard rate will leave £10, 
the effect is as follows :— 


Total 

Gross Tax Benefit 

Net Equivalent Recovered to Fund 
aQuUPnRre> Bete 2 & 
1938-39 10 0 0 131510 31510 13 15 10 
1939-40 10 00 15 78 5 7 8 15 7 8 
1940-41 10 0 0 17 710 7 710 17 710 
1941-42 61711 131510 61711 13 1510 


If the contract was made on or after September 3, 
1939, the restrictions do not apply, and the gross 
amount for 1941-42 would be £20. Moreover, the 
contract may be varied to give that effect. In the 
rare case of the covenant limiting the rate which is to 
be taken into account, also, the restrictions do not 
apply, e.g. if the rate were limited to 6s. in the {, the 
gross equivalent for 1941-42 would be {14 5s. 9d., 
from which the payer would deduct 10s. in the {, 
paying {7 2s. lld. The Fund would then reclaim 
£7 2s. 10d., making its total benefit the gross sum of 
£14 5s, 9d. 
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THE GOVERNMENT'S 
BORROWING POLICY 


The recent announcement by the Chancellor of 
the Exchequer on the Government’s borrowing 
policy caught the City in two minds. Towards 
the end of June the possibility was freely dis- 
cussed that when the “tap’’ for 2} per cent. War 
Bonds, 1946-48, was turned off, the issue would be 
succeeded by one made on less favourable terms to 
the investor. The more conservative expected a con- 
tinuation of the 24 per cent. interest rate, with an 
extension of perhaps two or three years in the life of 
the loan ; the more zealous cheap money enthusiasts 
joresaw a reduction in the interest rate of the loan to 
2} or even 2 per cent., with an extension of the life of 
3 per cent. Savings Bonds, 1955-65, the other current 
“tap ’”’ issue.- Neither of these hypotheses bore any 
very close relationship to the then existing interest 
rate structure. But the City—or at least its more 
vocal sections—has by this time come to believe that 
with a closed capital market all things are possible. 
The reports, at any rate, resulted in a scramble for 
24 per cent. War Bonds, 1946-48, previously not 
notably popular, which raised weekly subscriptions 
from £9.8 million in the week ended June 17 to {27.1 
million in the week to June 24, and in a jump of £13 
million in subscriptions to 3 per cent. Savings Bonds 
in the week ended July 1. 

With this “ build-up” the actual decision merely 


* to cease offers of the 24 per cent. 1946-48 issue with- 


out introducing any successor, and to continue the 
3 per cent. Savings Bonds virtually without change, 
inevitably came as something of an anti-climax. The 
only concession to popular expectations consisted of 
an extension of three years in the life of 3 per cent. 
Defence Bonds, from seven years to ten. Since these 
bonds are not publicly quoted and are in fact a small 
saver’s security, the significance of the extension was 
slight. As a result, gilt-edged securities, so far from 
receiving the expected fillip, developed hesitancy, 
particularly in long-dated and irredeemable issues. 

On second thoughts, however, the Stock Exchange 
swung round to the view that the Treasury was merely 
manceuvring for position before launching yet another 
drive on the cheap money front. There is, indeed, 
every reason for believing that this month’s decision 
is a case of reculer pour micux sauter. The 2} per 
cent. Bonds, 1946-48, as we have stated, had not been 
particularly popular, although, fau‘e de mieux, they 
attracted uver {400 million of money. The authorities 
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had never succeeded in establishing any market in 
the bonds. Even the market in the issue’s predecessor, 
the 24 per cent. War Bonds, 1945-47, was a half- 
hearted affair, liable to freeze on the slightest breath 
of unfavourable sentiment. The first requirement of 
any further advance in the cheap money drive was 
clearly the establishment of a good and free market 
in existing short-dated securities. 

With the “ tap ”’ in these 2} per cent. War Bonds, 
1946-48, turned off, this state of affairs should be 
accomplished in a reasonably short space of time. 
For some twelve months, insurance companies, as 
the result of an official ‘‘ request,’’ have been investing 
all their new moneys in these “tap” issues. The 
banks—faced with a continuous decline in advances, 
their most profitable asset, a meagre 1—1} per cent. 
return on money invested in Treasury Bills and 
Treasury Deposit Receipts, and a considerable in- 
crease in expenses—have, it is believed, been impor- 
tant subscribers to the bonds. To both of these lenders, 
and particularly to the banks, self-interest (the need 
for liquidity) and sheer necessity (the lack of alterna- 
tive avenues) will urge the advisability of open market 
purchases of the two issues of War Bonds. The banks 
alone are increasing their investments at the rate of 
over {20 million a month. Before long, it is safe to 
say, the bonds will float comfortably off their official 
minima of 100 (the 1945-47 issue has really already 
done so) and the way will be clear for a new offering. 

What form this new borrowing will take remains 
to be seen. The hope may be expressed, however, 
that the Treasury will « go longer ’’ than it has done 
hitherto. The drawback of a semi-political pledge to 
finance this war on a 3 per cent. basis, such as has 
been given by the Chancellor of the Exchequer on 
several occasions, is that, in current circumstances at 
least, it makes difficult the issue of long-term or irre- 
deemable securities and tends to force the Treasury 
into the line of least resistance—the issue of short- 
dated stocks. This tendency is seen clearly when the 
recent growth in the National Debt is analysed. Since 
March 31, 1939, the total of Government stocks 
redeemable between the present time and 1950 has 
risen from {976 million to £2,066 million, whereas 
the total of those redeemable from 1951-55 is un- 
changed at {302 million, and long-dated and irre- 
deemable debt has risen only from £4,222 million to 
£4,871 million (these figures ignore the immense 
increase which has taken place in floating debt). 

Such a borrowing policy obviously carries the germ 
of danger for the future, unless the Government is 
able to continue in the post-war years the iron control 
now exercised. It may well be, therefore, that the 
Chancellor will be attracted by the barrenness of the 
1951-55 maturity period and issue a 2} per cent. 
twelve-fifteen year loan. But whatever the decision 
reached, it seems certain that the screw will be turned 
still tighter on the investor. Side by side with these 
developments we have the removal one after another 
of large blocks of investments available under the 
Trustee Acts—this month has seen the requisitioning 
of another {35 million of Canadian Government 
sterling loans. With interest rates falling continuously 
and the field of investment ever narrowing, the 
position of the rentier is not an enviable one. 
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War Damage to Accountants’ Offices 


A group of Incorporated Accountants who have lost 
their offices through enemy action met recently to 
compare experiences. Having lost most of their 
records, they made a list of the documents of which 
they now felt the want most seriously. They also 
considered the precautions which they would have 
taken if they had known that their offices were to be 
destroyed. Finally, they discussed the steps which 
they had individually taken after the air raid to get 
their offices going again and to reconstruct missing 
records. The results of their discussion are sum- 
marised below. 


Part I. Precautions 

1. The first and most obvious precaution is to 
duplicate certain records, the duplicate copies then 
being sent to a partner’s residence or a branch office. 
It may, for example, be convenient to take an extra 
copy of outgoing correspondence for this purpose. 
Copies of the following documents should also be 
available :— 


Income tax computations and returns. 

Final accounts and trial balances. 

Trust balance sheets. 

Company dividend lists (including particulars of 
mandates and addresses) and debenture lists. 

Company register of transfers. 

Company minutes (where typed). 

Office salary list. 

Inventory of office furniture. 

Address list (of clients, etc.). 

Schedule of insurances. 

Office balance sheets. 


2. It may also be desirable to arrange for a copy of 
office cash book and fees book entries to be sent away. 
In order to enable the fees book to be completed 
some firms are preparing duplicate copies of time 
records and diaries. Periodical lists of clients’ balances 
should in any case be duplicated. 

3. It is also desirable to keep a stock of stationery 
away from the office (e.g. letter-headings, company 
and other forms). If circumstances permit, a spare 
typewriter should be kept in reserve. 

4. Certain other documents cannot be removed 
from the office without causing practical inconveni- 
ence nor can they be readily duplicated. They should 
therefore be kept in a strong room or safe—preferably 
a strong room, as safes give doubtful security in 
prolonged fires. These documents include :— 


Clients’ books (e.g. in the office for audit). 
Company share registers and financial books. 
Insolvency papers of importance. 

Office private ledger and clients’ ledgers. 
Office deed register. 

Office insurance register. 

Fees books, time records and diaries. 


If the strong room accommodation is adequate, 
typewriters and adding machines should .be removed 
there each night, while filing cabinets might be 
kept there permanently. 


5. Clients should be asked to disperse duplicate 
copies of their own debtors, stocks and insurance lists. 
They should also be asked to keep in a place of safety 
copies of final accounts and income-tax papers. Deeds 
belonging to clients should not be retained in the 
accountants’ offices longer than is necessary. It may 
be desirable to advise that certain essential deeds 
should be copied photostatically. 

6. In preparation for possible air raid damage, it is 
usually desirable to arrange a staff meeting place, i.e. 
where the staff can assemble if the offices are de- 
stroyed. This is one of the advantages of a mutual 
arrangement with another professional firm or a 
client. 

7. If fire-watching is undertaken by members of the 
staff, it is often desirable to arrange a programme to 
be followed by the fire-watchers in the event of the 
building being threatened by fire (e.g. for the removal 
of typewriters to another building). 

Part II. After the Air Raid 

If the whole or a major part of the records have 
been destroyed, the essential steps seem to be as 
follows :— 

1. Assemble staff, personnel not immediately 
required being sent on to outside audit work. 

2. Arrange alternative accommodation (including 
telephone, if possible). - 

3. Arrange for furniture. 

4. Arrange for printing of stationery (letter head- 
ings, forms, etc.). 

5. Cali in duplicate records from dispersal points 
and recommence filing system. 

6. Circulate clients, giving particulars of new 
address. 

7. Arrange for any papers recovered from damaged 
premises to be secured. 

8. Proceed with war damage claim. 

9. Ascertain which recent final accounts and returns 
have been lost, borrowing copies of such documents 
from clients for copying. It will probably also be 
necessary to build up records from information 
supplied by banks and income-tax offices. 


THE INDEX TO “ ACCOUNTANCY” 


This issue completes our fifty-second volume. 
The index will be ready shortly, but in view of 
the continued need for economy in paper, it will 
be sent only to readers who ask for it. The 
printers of ACCOUNTANCY, T. Whittingham 
& Co., Ltd., are prepared to undertake the 
binding of subscribers’ copies, as in former 
years, at a charge of 9s. 6d., or to supply the 
handsome blue cloth binding case with gilt 
lettering at 3s. 6d. post free. Copies for binding 
and orders for cases should be sent direct to T. 
Whittingham & Co., Ltd., Pixmore Avenue, 
Letchworth, Herts. For readers taking advan- 
tage of these arrangements, the title page and 
index will be included. Others may obtain a 
copy on application to the Editor of ACCOUNT- 
ANCY at Incorporated Accountants’ Hall. 
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General Principles of Budgetary Control—lll 


By H. SENIOR, M.Sc. (Econ.), Chartered Accountant 


The balance sheet at the close of the previous financial 
year gives a snapshot of the company’s position. Con- 
necting that statement with the next balance sheet 
there are numerous details which trading or manu- 
facturing entail and the budget endeavours to set a 
guide or plan to enable a favourable result to be 
achieved. The profit and loss account shows the working 
during the year, 7.e., it is a continuous picture, not a 
snapshot. The budget represents the draft of the film 
where the lyrics and the dialogue have to be combined, 
just as the sales and the production departments require 
co-ordinating through the medium of budgetary control. 
The budget represents an attempt to split up the general 
policy of the chief executive into plans which can be 
used as guides or standards of achievement by the 
subordinate executives. 

The purposes of the budget have been oat 
as follows(') :— 


. To establish a definite objective of performance for 
the enterprise. 

. To formulate executive policies as to future operations. 

. To promote co-operation in acceptance of policies and 
execution of plans. 

. To determine limits to which expenditures are to be 
confined. 

. To determine what funds will be required, when 
they will be needed and from’ what sources they 
will be derived. 

. To set up comparisons and checks to show currently 
the degree and quality of operating performance. 

7. To indicate when and where changes must be made in 
current operation in order that the planned objective 
may be realised. 


Mechanism of Budgetary Control 


It is of no advantage to the management if detailed 
figures are compiled and not intelligently considered 
and have no influence upon policy. Control is chiefly 
embodied in administrative reports based on the varia- 
tions in the budget and the explanations of those 
variations. 

There is one great feature, however, of budgetary 
control which should be encouraged, that is, to interest 
not only the administrators but also the executive staff 
in the policy and objects of the firm. There is a great 
deal of thought being given to the question of the 
motivating force of those who are engaged in industry. 
The research that has taken place in output and 
environment and in the psychological problems involved 
in working conditions has indicated that the money 
motive is not the only stimulant. J. D. Howser states 
his considered view that the pay envelope is not the 
sole determining factor and he, along with other 
American writers, agrees that leadership and esprit de 
corps are just as important. T. N. Whitehead (*) goes 
further when he says: “ So long as industrial managers 
confine their attention to the technique of industry, 
the impasse is complete and they will be faced by 
legislation initiated elsewhere and largely in opposition 
to themselves. Someone must take the lead in integrat- 
ing social living, if civilisation is to continue, and also 
give expression to the resulting public sentiments. The 


(") P. Sinclair, ‘‘ Budgeting,’ % 
*) T. N. Whitehead, ‘‘ Leade: pin Free Society,’’ p. 209. 
(A stimulating book linking up the social responsibility of 
industrial managers with their financial responsibilities.) 


solution, as we have already seen, is that the industrial 
leaders should themselves become the social leaders.” 
Urwick touches a similar theme when he observes that 
it is in its essential dynamic function, that of dealing 
with men and women, of inducing them to co-operate, 
that management is most often unscientific and again 
that the prizes of business as a whole fall to those who: 
can get things done, that is to say, to those who can 
handle men. 

There is always a conservative opposition to any 
change, particularly where the policy involved in the 
change is not known, and it may therefore be useful to 
indicate the part that can be played by the various 
executives in the preparation of the budgets and in the 
control flowing from them. In order to operate a 
budget plan the system of management tends to develop 
along functional lines. 

McKinsey sets out the various administrative functions 
thus :— 


Administrative 
Functions 
. Sales function 
. Production function 
. Purchasing function 
. Personnel function Personnel Manager 
. Financial function Financial Manager (Treasurer) 
. Standard and Record Standard and Record Manager 
function (Controller) 


and indicates the relationship linking the shareholders 
with the workers.— 


Controlled by 
Executive Head 
Sales Manager 
Production Manager 
Purchasing Agent 


Sub- 
Stock delegate Boardof President Executive ordinate Workers 
Holders to Directors H M 


Link between 
Stockholders’ 
fa) Property interests and 
interest— executive 
preserva- control. 
tion of 


| ~ cre 


capital. 
(6) Dividend 


If the executives are allowed to give their views on 
the make-up of the budget then they more easily 
appreciate the other executives’ difficulties. Imme- 
diately this is realised a better team spirit is obtained 
and this spirit can be consolidated by encouraging 
administrative reports. These reports will chiefly 
revolve round the comparison of the budgeted figures 
with the actual figures and will contain the reasons and 
explanations of the difference. The explanations will 
form the subject matter of investigation and better 
methods may result from a joint consideration of the 
problems. Willsmore in his book, “‘ Business Budgets,” 
suggests the following economies :— 


. Improvements in processes. 

. Improvements in handling. 

. Regrading labour or revision of payment methods 
(payment by results). 

. Quality (reduction of rejects and returns). 

. Economy in stores, stationery, electric light and the 
like. 

. Reclamation. 

. Standardisation and simplification. 


There is sometimes an unwillingness to disclose matters 
of policy to the minor officials in a firm, particularly in 
a competitive industry where useful information may 
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leak out. If a hush-hush policy is adopted there is 
always a certain amount of eagerness amongst the staff 
to see a change and the wrong interpretation may be 
put on an altered plan which, if the general policy were 
known, would be appreciated rather than resented. 
If a good spirit is built up there is not the same prying 
into matters and if an executive can unburden his ideas 
to his co-executives there is not the same danger of 
the leakage of information. It is a psychological fact 
that everyone prefers a confidant, and a foreman who is 
kept bottled up in his own department will be more 
likely to discuss problems outside the firm than inside. 
Moreover, many men have a limited outlook and they 
may not know the proper bearing of a particular problem 
of theirs to the business as a whole. Their views are 
well worth obtaining and the mechanism of budgeting 
is such that they can be modified and related to the 
policy of those administrators who can see the plan of 
campaign in its complete form. 

The accompanying figure illustrates the mechanism 
of budgetary control within the financial books. The 
general ledger section maintains two controls, one 
with the nominal ledger for non-factory items and one 
with the cost ledger for factory items. A typical entry 
for the monthly total of sales is ‘‘ debit personal accounts 
of customers (via sales control) ’’ and “‘ credit cost ledger 
control.’’ In the cost ledger the entry would be “ debit 
cost ledger control’”’ and “ credit manufacturing profit 
account.” 


Financial Books 
Dr. or Cr. Dr. or Cr. 
| | \ 
Noalinat Cost z Cash. 
Ledger Ledger counts. 
Material om i on 
Control Control Control 
Dr. Cr. Dr. Dr. 
Actual Standard Direct Indirect | 

+a=— | 


Gain or Loss Account 


+ or — 
| | 


+ 
Gross Profit or Loss 


The various entries within the cost ledger can then be 
traced by the chart. The difference between material 
at actual cost and standard cost charged out to process 
(in respect of material issued to production) represents 
a gain or loss on standard which is an indication of buying 
efficiency. The labour control is the basis of comparison 
of actual with budgeted labour figures and similarly 
the expense control compares with the indirect expense 
budgets. 
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The process accounts indicate the production efficiency, 
separate analysis revealing :— 

(a) expense budget under or over-absorbed by 

level of production ; 

(b) direct labour better utilised or badly controlled ; 

(c) gain or loss in respect of material utilisation. 
It is necessary to take monthly physical process stecks 
evaluated at standard cost. The gain or loss thus reveals 
the factory achievement against the set standard of the 
budget. 

The finished stock accounts open with the stock at 
standard and the production (evaluated at standard) 
less the cost of sales (at standard) gives the ending 
monthly stock. This obviates the taking of monthly 
stock of finished goods. The difference disclosed at 
the end of the financial year or intermediate stocktaking 
shows up inventory losses, errors or pilferages. The 
manufacturing profit account reveals whether the sales 
section are maintaining the budgeted profit margin. 
Each month an analysis into various lines will indicate 
the reasons for the increased or diminished margin. 

The balance of the manufacturing profit account 
adjusted by the gain or loss represents the gross profit 
accumulation. By using an analysed control sheet at 
the back of the cost ledger the monthly manufacturing 
account may be compiled; the only adjusting entries 
necessary are those of reserves and “‘ expense ”’ stocks. 

The great feature of budgetary methods is the constant 
watch (by monthly accounts) upon the current produc- 
tion and upon current ‘sales effort and comparison with 
the projected plan. From the compilation and com- 
parison of the figures suitable reports may be issued 
to the interested personnel. 

Criticisms are sometimes put forward of budgetary 
methods, and McKinsey sets out four major limita- 
tions :— 

(a) The budget plan is based on estimates. 

(b) The execution of the plan will not occur auto- 
matically. 

(c) The budget plan cannot take the place of 
management and administration. 

(2) The budget plan cannot be immediately 
perfected. 


It is true that the plans are based on estimates, yet the 
practice that has taken place in various firms has shown 
that these estimates can ultimately reflect accurate 
forecasting. The preparation of the budget figures is 
not the “ be all and end all” but the discussion and 
investigation of the reasons for non-fulfilment or over- 
fulfilment of the plan provide useful information for 
the management. 

The method of budgeting cannot be deemed a panacea 
for all commercial ills and to put it into operation pre- 
supposes a reasonable technique in management and 
administration. The budget plan should be built up 
gradually and only after considerable time will the 
ultimate technique be evolved. D. J. Garden, however, 
puts forward two other criticisms, both of which are to 
some extent true. He frankly states that('): ‘‘ Firms 
which manufacture solely to customers’ orders, for 
example, are usually unable to estimate their future 
sales with a sufficiently high degree of accuracy, and 
therefore must generally confine their budgeting efforts 
to the control of production, once orders have been 
received, and to such fields as capital expenditure and 
publicity.”” Later he refers to the criticism that 
budgetary control tends to check initiative on the part 
of the various executives. It is argued that if the 
budget is prepared in part by the executives they will 


(?) D. J. Garden, “ Flexible Budgeting and Control,” p. 7. 
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put forward estimates which are well within their means 
of performance. Thus, they are likely to be satisfied 
when the budget plan is accomplished and may make no 
undue effort to exceed the plan. ‘‘ There may be some 
truth in this in individual instances although much 
must, of course, depend upon the degree of effort required 
to reach the budget standards,” he says. The point 
should be stressed that flexibility must be obtained. 
It would be obviously unwise not to change a manu- 
facturing process which was not envisaged in the present 


As is well known, personal representatives have 
exacting responsibilities in peace-time which bring 
with them many varying problems; in war-time 
these problems increase and are more difficult to solve. 


Estate Duty F 

The requisitioning of foreign balances and securities 
by the Treasury under the Defence (Finance) Regula- 
tions might, in certain cases, have given rise to 
liability to estate duty, which might not otherwise 
have arisen. It is now provided that in such cases if 
the death takes place not later than six months after 
the expiry of the Regulations, such part of the assets 
passing on the death as is shown, to the satisfaction 
of the Commissioners of Inland Revenue, to represent 
consideration moneys received in respect of balances 
and securities which, at the date of requisition, were 
situated out of Great Britain, will, for estate duty 
purposes, be treated as so situated. 

At the present time an executor may be faced with 
insufficient assets to pay the estate duty. In such a 
situation, he should take advantage of those cases 
where the duty may be paid by instalments. Thus, 
estate duty on realty may be paid by eight equal 
yearly instalments, or sixteen half-yearly instalments. 
Again, where an estate includes a reversionary inter- 
est, the estate duty may be paid on the value of the 
reversion with the duty on the free estate, or the pay- 
ment of duty may be left over until the interest falls in. 
At the present time there will be many cases where 
the payment of duty on reversionary interests will 
have to be held over until they fall into possession. 
In peace-time there were occasions when the death 
duties on growing timber were commuted by a lump 
sum payment on the value agreed at the date of death. 
In these days it is certainly more convenient to delay 
the payment of estate duty until the timber is felled 
or cut, and to pay the duty out of the net proceeds 
after deducting necessary outgoings. 

In war-time an executor may very well find himself 
in the sole possession of property assets which he is 
quite unable to realise and upon which he is unable to 
secure an advance to meet the payment of duty. 
Dymond at page 132 of his book on the Death Duties 
(eighth edition) explains that ‘‘ the Commissioners 
may, if they think fit, on the application of any per- 
son liable to pay estate duty or settlement estate duty 
on real and leasehold property, accept in satisfaction 


Executorship Problems in War-time 


By F. S. BRAY, Chartered and Incorporated Accountant 
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budget and which had come to light only after it had 
been established. Any sound idea should be considered 
on its merits at the time it is put forward and if it is 
approved the whole budget plans should be recast to 
fit the change. 

Budgetary control does not supersede but draws its. 
basic information from the existing accounting, statistical 
and costing services and is therefore a technique of 
management utilising these mechanisms to the best 
advantage. (Concluded.) 


of the whole or part of such duty such part of the 
property as may be agreed upon (Finance Act, 1910, 
Section 56 (1)).’’ He goes on to say that “‘ it is entirely 
within the discretion of the Commissioners whether 
they will themselves accept property under this pro- 
vision, and in practice they do not do so. They may, 
however, act as intermediaries for any other public 
department or authority which may desire to pur- 
chase, and this has been done on one or two occasions.” 
In such a case as we are considering it is reasonable to 
suppose that the Commissioners might take a different 
view and accept part of the property in satisfaction 
of the duty. 
Remission of Duties 


An executor must be careful to see that he takes 
advantage of those provisions which relate to the 
remission of duties from those members of the Forces 
and merchant seamen who die from causes arising out 
of the present war. In remission cases, the whole of 
the death duty in respect of the first £5,000 is remitted. 
It is important to observe that application for the 
necessary recommendation must be made to the de- 
partment concerned, e.g. in the case of a deceased 
member of the Royal Navy, the application should be 
made to the Secretary of the Admiralty. 


Delegation of Functions 

It may be that an executor is either engaged in war 
service or out of the United Kingdom and unable to 
return. In these circumstances advantage should be 
taken of the Execution of Trusts (Emergency Pro- 
visions) Act, 1939, which empowers a personal repre- 
sentative to delegate his functions in the manner and 
with the limitations explained in the article on 
‘“‘ Trustees in War-time,”’ published in the May, 1940, 
issue of ACCOUNTANCY. As was pointed out in that 
article, when an estate has been administered, the 
personal representative assumes, as regards the estate, 
the functions of a trustee and this Act gives him power 
“‘when delegating the exercise of any functions 
relating to the administration, to delegate to the same 
person also the exercise of any functions which may 
in the future devolve on him by reason of his becoming 
a trustee of the estate.” The delegated functions 
must be made the subject of a power of attorney, and 
it is important to observe that this power of attorney 
must be deposited in the Central Office of the Supreme 
Court, and if it relates to land the provisions of 
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Section 125 of the Law of Property Act, 1925, must 
be complied with. 


The Management of Trust Assets 

Following the rule in Howe v. Dartmouth, a trustee 
has the duty of converting a wasting asset into a more 
permanent one providing there is a life interest in the 
estate and the trustee has no power to postpone the 
conversion and retain the original asset. At the 
present time it is likely that certain wasting assets 
may be unsaleable as well as not producing income, 
so that in fact it is quite impossible for the trustee to 
convert. An example of this kind of asset is a short- 
term lease situated in an area which has suffered from 
enemy action. 

In war-time the management of trust assets, par- 
ticularly investments, is by no means a simple matter. 
It is difficult to rearrange the authorised investments 
to the best possible advantage, having regard to the 
conflicting interests of the tenants for life and the 
residuary legatees. Moreover, the reinvestment of 
acquired securities will generally result in a fall in 
the income. The executor must be careful to see that 
all securities that require registration under the 
Defence Regulations have been so registered. Again, 
in the case of bearer securities which are not held by 
a trust corporation, the personal representative must 
see that these are deposited for safe custody with a 
bank. It is a desirable precaution that wherever 
possible such bearer securities should be exchanged 
into either inscribed or registered stock and the 
necessary arrangements made for the payment of the 
income to the estate banking account. 

Another problem arises where the whole of the 
liquid assets of an estate have been applied towards 
paying the testamentary and administration expenses 
and the only assets remaining are unsaleable proper- 
ties or such assets as ground rents secured on damaged 
properties. In such a situation it may be necessary to 
delay the filing of the residuary account. Wherever 
possible, in such a case, the income should be applied 
in payment of the outstanding liabilities for death 
duties and administration expenses. 


War Damage 

Many difficult problems will confront the executor 
as a result of war damage to property assets. He 
must see that the appropriate war damage claims are 
lodged, and so far as possible he should so act in 
relation to.war damage as to preserve the interests of 
both the tenants for life and the reversioners. On the 
general question of war damage, it is important to 
observe that where damage occurs to settled land or to 
land held on trust for sale, the making good of the 
damage may be defrayed out of capital moneys, the 
carrying out of such work being regarded as an 
authorised improvement. Accordingly, the cost may 
be charged to capital without being recouped by in- 
stalments out of income. 


Taxation 
The impact of increased taxation must not be over- 
looked. Where the income of an estate is derived from 
rents, the executor should take care to see that before 
distributing the income, tax is reserved on the basis 
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of the rents received in those cases where the rents 
exceed the Schedule A assessment. It is well known 
that quite recently trustees have found themselves in 
some difficulty in making provision for charges on 
income which are bequeathed tax-free, e.g. tax-free 
annuities. The increased rate of taxation has in many 
cases necessitated resort to capital to maintain these 
annuities. The Finance Act, 1941, deals with this 
problem on a reasonable basis, but it may be that a 
difficulty will arise in applying the rule in Re Pettit ; 
Le Fevre v. Pettit (1922). 


Remittances to Non-Resident Beneficiaries 

Other problems will arise when the time comes to 
make remittances of either capital or income to non- 
resident beneficiaries, and the executor must have 
regard to the restrictions placed on such remittances. 
In the case of Re Fischer (1940, 2 All E.R. 252) re- 
ported in AccouNnTANCY for July, 1940, the deceased, 
a German national, died intestate in England. His 
widow and three of his children lived in Germany and 
the remaining two children lived in England. In this 
case the Court granted letters of administration on the 
conditions that a return was made to the Custodian 
of Enemy Property of any part of the estate of the 
deceased demised to or held for the benefit of the 
members of the family resident in enemy territory, 
and that no part of the estate or the proceeds thereof 
should be transmitted to them without the necessary 
Government authority. — 


Appointment of New Trustees 

Another recent decision illustrating the problems 
of war-time conditions was made in the case of Jn re 
May’s Will Trusts, May v. Birch (1940, W.N. 321) 
reported in AccOUNTANCY for November, 1940. In 
this case two of the trustees wished to determine the 
procedure on the appointment of a new trustee of the 
will in place of a third trustee who was living in 
Belgium at the date of the German invasion and was 
believed to be still in Belgium at the date of the sum- 
mons. Section 36 (1) of the Trustee Act provides 
that where a trustee desires to be discharged or is in- 
capable of acting, the continuing trustees may by 
writing appoint a new trustee in his place. Section 
41 (1) provides that whenever it is expedient to 
appoint a new trustee but it is found to be inexpedient, 
difficult or impracticable so to do without the assist- 
ance of the Court, the Court may make an order 
appointing a new trustee. In the present case it was 
held that the right course was for the Court to appoint 
a new trustee under the provisions of Section 41 (1). 


Distribution of the Residue 

There will be many cases in which trustees will find 
themselves left with an estate which, by reason of the 
present war, is temporarily unrealisable. In these 
circumstances where a distribution falls to be made 
to the residuary legatees the best course wherever 
practicable will be to make a distribution of the assets 
in specie. In the case of properties which are indi- 
visible this will be impracticable, in which case the 
only solution will be to continue to hold them on 
trust for the residuary legatees in their relevant 
proportions. 
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TAXATION 


Relationship of N.D.C. and E.P.T. to Income Tax. 


Where an account for more than a year has been 
prepared for a period which “ bridges’”’ Aprii 1, 1939, 
it is important to determine whether the E.P.T. or 
N.D.C. payable is deductible as an expense of the account- 
ing period or of the chargeable accounting period. The 
exact wording of the relevant provisions is important : 


N.D.C.—‘‘ The amount of the N.D.C. payable in 
respect of the profits arising . . . in any chargeable 


accounting period shall be allowed ...as an 
expense in computing for the purposes of income 
tax the profits... arising . . . in that peri 


(Section 25, Finance Act, 1937.) 

E.P.T.— The amount of the E.P.T. payable in 
respect of a trade or business for any chargeable 
accounting period shall, in computing for the 
purposes of income tax the profits . . . arising 
from that trade or business, be allowed to be 
deducted as an expense incurred in that period.” 
(Section 18 (1), Finance (No. 2) Act, 1939.) 


At first sight, the E.P.T. provision appears to be a 
mere paraphrase of that for N.D.C. It is understood, 
however, that the Commissioners draw a distinction 
unfavourable to the taxpayer, which can best be ex- 
plained by illustration : 

A company made up an account for 15 months ended 
December 31, 1939. Exercising the powers given to 
them by Section 34, Finance Act, 1926, the Commissioners 
determined that the basis of assessment to income tax 
for 1940-41 should be the profits of the 12 months to 
December 31, 1939. The question arises whether the 
E.P.T. for the period April 1-December 31, 1939, is 
deductible from the profits before or after apportion- 
ment ; in effect whether only four-fifths or the whole of 
it will be allowed as a deduction in the basis of the 
1940-41 assessment. A further question, of course, is 
the treatment of N.D.C. 

Applying Section 25, Finance Act, 1937, we find that 
the N.D.C. payable in respect of the profits of the 
chargeable accounting period is to be allowed as an 
expense deductible from the profits of the same period. 
Any apportionment of profits must therefore precede 
the deduction of N.D.C., and the N.D.C. deductible will 
be that payable in respect of the same period as is 
chosen as the basic year for income tax purposes. In 
other words, having apportioned the accounts for the 
15 months to December 31, 1939, arriving at twelve- 
fifteenths as the profits of the year to that date, we can 
then deduct any N.D.C. payable for those twelve 
months. 

When we consider Section 18 (1), Finance (No. 2) Act, 
1939, however, we find that the E.P.T. payable for any 
chargeable accounting period is to be deducted as an 
expense incurred in that period, not, be it noted, from 
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Excess Profits Tax 


the profits of that period. The official view seems to be 
that although this is an expense incurred in the 9 months, 
it is deductible from the profits of the 15 months account- 
ing period, before apportioning. The result is relief for 
four-fifths of the E.P.T., not the whole, unless the pre- 
ceding assessment is also reopened. There may be force 
in the argument, e.g., payment of the rent of a temporary 
kiosk at an exhibition is an expense incurred in the few 
weeks the exhibition is open. Yet it (just as much as 
the sales made) is spread over the whole accounting 
period. However much force there may be in the argu’ 
ment, however, it is inequitable that there should be 
this differentiation between N.D.C. and E.P.T. for income 
tax purposes. 

Reconciliation of Capital.—Cases have been brought to 
our notice of accountants, and even Inspectors of Taxes, 
not reconciling the capital in E.P.T. computations. It 
is astonishing that accountants, to whom “ double 
entry ”’ is second nature, should fail to take this element- 
ary precaution. We have just seen a set of computations 
in which the difference each year ran into three figures, 
yet the accountant regarded it as “ near enough.” Ex- 
perience of differences in trial balances ought to be 
sufficient warning, but it is a regrettable fact that 
elementary principles are often cast aside when dealing 
with taxation. Yet, with a tax at 100 per cent., one would 
think that no effort should be spared to ensure accuracy. 

As in a difference in a trial balance, a difference in a 
capital reconciliation may “hide” several errors. 
Moreover, the movement of capital disclosed by the 
reconciliation gives all the information necessary for 
the computation of average capital. The following is a 
simple illustration of a capital reconciliation statement : 


£ 
- + 
Capital employed per balance sheet, 

December 31, 1939 ___... ; 56,149 
Accruing profits, year to 31/ 12/40 ose 18,943 
Increase in borrowed money, 30/4/40 5,000 
Investments sold, 31/5/40 - ; 1,242 
Income Tax, 1939- 40, “due ”’ 1/1/40 .. . 6,314 
N.D.C. to 31/3/39, “due”? 1/1/40... 212 
E.P.T., 1/4/39-31/12/39, ‘‘ due’ 1/1/40 1,531 
Preference dividend, 1/2/40 (net) ..» 1,300 
Preference dividend, 1/8/40 (net) --- 1,150 
Ordinary dividend, 15/4/40 (net) --», 3,000 
Tax recouped from interest on borrowed 

money, 31/6/40 _ eee ace 212 

Do. 31/12/40 “ee pat see 212 
13,507 81,758 
13,507 


Capital employed per balance sheet, 31/12/40 £68,251 


Taxation Notes 


Dominion Income Tax 
A peculiar point arises in connection with Dominion 


- imcome tax in the case of non-reciprocating Dominions 


which is of considerable interest to-day, owing to the 
high rates of tax in force. By Section 27 (4), Finance 
Act, 1920, it is provided that for income tax purposes 
no deduction shall be made on account of the payment 


of Dominion income tax in estimating income for the 
purposes of United Kingdom income tax. The peculiarity 
arises in the second proviso: ‘‘ where under the laws in 
force in any Dominion no provision is made for the 
allowance of relief from Dominion income tax in respect 
of the payment of United Kingdom income tax, then in 
assessing or charging income tax in the United Kingdom 
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in respect of income assessed or charged to income tax 
in that Dominion a deduction shall be allowed in estimat- 
ing income for the purpose of United Kingdom income 
tax of an amount equal to the difference between the 
amount of the Dominion income tax paid or payable 
in respect of the income and the total amount of the 
relief granted from the United Kingdom income tax 
in respect of the Dominion income tax for the period 
on the income of which the assessment or charge to 
United Kingdom income tax is computed.” Section 27 
is a relieving section, which the taxpayer may or may 
not elect to invoke. If, then, he does not invoke it, 
there is no relief granted, with the result that he can 
deduct the whole of the Dominion income tax from the 
relevant income. 


Application of Income 

There is a distinction between the application and the 
alienation of income. ‘If a person holds an office of 
profit, no application of the income which he may think 
proper to make as between himself and other persons 
can affect his liability as being the holder of an office of 
profit’’ (17 T.C. 693). ‘If once you get a taxable 
profit it is immaterial what the destination of that sum 
may be”’ (2 T.C. 206); ‘‘ it does not matter what the 
income is expended upon if the subject-matter is 
taxable ” (17 T.C. 204); “if money is otherwise liable 
to income tax it cannot escape taxation by reason 
of its being applied to a capital purpose” (5 T.C. 436, 
437). 

Alienation of income is another matter. If the income 
is alienated so that it is the income of some other person 
within the meaning of the Income Tax Acts, it is only 
taxable in the hands of the owner. ‘If a person has 
alienated his income so that it is no longer his income 
he is not super-taxed upon it, but if he merely applies 
the income so that it passes through him and goes on 
to an ulterior purpose ... it remains his income” 
(13 T.C. 858). Of course, the Acts contain many 
restrictive provisions for preventing avoidance of tax by 
the alienation of income by ingenious schemes—see, for 
example, the provisions regarding revocable settlements, 
transfers abroad, etc. 


Amendments 

Taxpayers, and even their advisers, are sometimes 
misled by amendments in the law of income tax, because 
they concentrate on the reason for the amendment and 
read the provisions of the Act with prejudiced minds. 
Amendments often go much further than to remedy the 
defect, and on occasions, in closing one avenue, open 
another. While knowledge of the reason for the amend- 
ment is helpful in understanding it, a critical mind must 
always be applied, since, no matter what Parliament 
was presumed to intend, it is what the Act says that 
matters. An amendment must be construed with 
reference to the state of the law it is proposed to amend, 
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but the reason for making the amendment is one thing ; 
the amendment which is actually made is another. 


Employment 

“When ‘employment’ is used in connection witha 
profession or vocation it means the way a man busies 
himself, and when you get it into Schedule E you are 
beginning to use the word with a different value and you 
use it as something more or less analogous to an office 
and conveniently amendable to the scheme of taxation 
which is applied to offices as opposed to the earnings of 
a man who is making what he can” (18 T.C. 203). 


Post-War Credits 

The post-war credit applies only to the additional 
tax payable as a result of the alteration of the earned 
income, old age, personal and additional personal 
allowances, and of the exemption limit and marginal 
relief for small incomes. Hence the maximum of /65, 
made up of the maximum reduction in earned income 
allowance and personal allowance of a married man, 
£250 to £150, and £170 to £140, respectively, or £130 
in all, tax on which at 10s. is £65. The increased 
*‘ reduced rate ’’ does not rank for post-v’ar credit. 

The following examples may be interesting :— 


Single persons : 

(1) Income all unearned £112, tax payable £32 at 6s. 6d. 
={£10 8s. Od., but restricted by marginal relief to } 
(£112-£110)=£1 10s. Od. (all post-war credit). 

(2) Income all unearned £125, tax payable £45 at 6s. 6d. 
={14 12s. 6d., but restricted to } (£125-£110)= 
£11 5s. 0d. (But for the restrictions in the 1941 Act 
the tax would have been } (£125-£120)= £2 10s. 0d., 
therefore post-war credit is £8 15s. 0d.) 

(3) Income: earned £15, unearned £115. Tax payable 
£15 15s. 3d., restricted to ? (£130-£110)={£15. (Post- 
war credit £15—{£27 10s. Od. at 6s. 6d. = £6 Is. 3d.) 

(4) Income earned £120. Tax payable {28 at 6s. 6d.= 
£9 2s. Od. restricted to # (£120-£110)={£7 10s. Od. (all 
post-war credit). 

(5) Income earned £250, unearned £100. Tax payable 
£165 at 6s. 6d.+ £80 at 10s.—£93 12s. 6d. (Post-war 
credit, E.LA. £42-£25=/17, P.A. £100-£80=/20; 
£37 at 10s.=£18 10s. 0d.) 

(6) Income earned £200. Tax payable £100 at 6s. 6d.= 
£32 10s. Od. (Post-war credit, E.1.A. £33-£20= £13, 
P.A. £20; £33 at 6s. 6d.=£10 14s. 6d.) 

Married Persons : 

(7) Husband’s earned income £300, wife’s unearned £100. 
Tax payable £165 at 6s. 6d.+ £65 at 10s. — {£86 2s. 6d. 
(Post-war credit, E.I.A. £20, P.A. £30; £50 at 10s. 
= £25.) 

(8) Husband’s earned income £300, unearned £40. Tax 
payable £165 at 6s. 6d.+ £5 at 10s. = {£56 2s. 6d. (Post- 
war credit £5 at 10s.+{45 at 6s. 6d.—{17 2s. 6d.) 

(9) Husband’s earned income £250, unearned £150, wife’s 
earned income £30. Tax payable £165 at 6s. 6d.+ £70 


at 10s.=/88 12s. 6d. (Post-war credit, E.I.A. {47- 
£28=19; P.A. £30, additional P.A. increased {27- 
£25={2; £47 at 10s. = £23 10s. 0d.) 


Recent Tax Cases 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law. 


Schedule D—Co-operative society dividend—Purchases of 
meat by restaurant proprietor—Whether amount received a 
discount or rebate on purchases or a dividend exempt from 
tax—Finance Act, 1933, Section 31 (3). 

The case of Pope v. Beaumont (K.B.D., July 14, 1941, 
T.R.151) is of distinct popular interest. Respondent was 
a member of a co-operative society and carried on busi- 
ness as restaurant proprietor. He bought most of his 


meat from the society and in 1938-9 received a “ divi- 


dend”’ upon his purchases amounting to {51. This 
dividend, as usual, had reference not to the results of the 
butchering business of the society but to the whole of its 
business. The dividend was included in the computation 
of respondent’s liability under Case 1 of Schedule D for 
1939-40, and he appealed upon the grounds that the 
dividend was exempt from tax under Section 31 (3) 
of the Finance Act, 1933, that the dividend was not a 
rebate or discount on purchases, and that, as the society 
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paid no separate dividend in respect of its butchering, 
it was a dividead arising from mutual trading and, as 
such, a profit not liable to tax. Upon behalf of the 
Crown it was argued that the £51 was a receipt of 
respondent’s trade and property brought into account 
for purposes of Case I. 

The Special Commissioners allowed the appeal, 
holding that the amount was not a rebate or discount 
but a dividend emerging out of the total transactions 
of all the members in all the departments. Macnaghten, 
J., reversed their decision, holding it to be plain that 
it was a rebate or discount on the price paid by 
respondent for his meat. 

A society registered under the Industrial and Provi- 
dent Societies Act, 1893, was formerly by Section 39 (4) 
of the Income Tax Act, 1918, entitled to exemption under 
Schedules C and D unless it both sold to non-members 
and the number of its shares was limited by its rules or 
practice. By the Finance Act, 1933, this exemption was 
repealed, and by subsection 31 (1) it was provided that, 
in the application of Case I, profits or gains should 
include the profits or surplus arising from the trans- 
actions of the society with its members which would be 
included in its assessable profits if they had been trans- 
actions with non-members. But, by subsection 31 (3); 
there were to be allowed as expenses any sums which 
represented “‘ a discount, rebate, dividend or bonus ’”’ to 
members in respect of their transactions calculated by 
reference to them and not by reference to any share or 
interest in the capital of the society. 

By the rules of the society in question it was provided 
that the net profits might be applied in various specified 
ways, amongst them being “a division or return to or 
among members of the society in proportion to the 
amount of their purchases,’’ and Macnaghten, J., held 
that whilst looking at the matter from the point of view 
of the society it was a dividend, part of the sum which 
the society was dividing, looking at it from the point of 
view of the purchaser of the meat it was a “ return ”’ to 
him of part of the price which he had paid. Whilst it 
was true that the respondent,was not entitled to the 
“return ’”’ as of right, when the society had decided to 
make a return to customers it appeared to be clear that 
it was a rebate or discount on the price which the 
customers had paid; and the decision of the Special 
Commissioners was erroneous. 

The decision will meet with general acceptance ; and 
the opinion may be expressed that the words “ discount, 
rebate, dividend, or bonus” in subsection 31 (3) were 
intended to cover distributions to members and others in 
respect of their transactions with a society, distributions 
which might be called by any one of these terms ; and in 
this connection it is useful to compare the similar relief 
given to the societies in respect of Corporation Profits 
Tax by Section 53 (2) (hk) of the Finance Act, 1920. 
There, ‘‘ any sums paid by way of bonus, discount, or 
dividend on purchases shall be treated as trade 
expenses”’; and it is clear from this wording what 
was meant. In any case, it is difficult to see how the 
fact of such distributions being allowed as expenses by 
the 1933 Act has any effect upon their legal character in 
the hands of the recipients. 

The principle of mutuality in its manifold forms is a 
most difficult subject in income-tax law. So far as the 
great distributing societies are concerned, so long as 
they sell to non-members they would seem to be tech- 
nically within Case I of Schedule D and so caught by 
Section 31 of the 1933 Act despite the fact that such 
sales may be relatively very small. Otherwise, the 
mutuality principle would seem to apply and as was 
pointed out by Finlay, J., in The National Association 
of Local Government Officers v. Watkins (1934, 18 T.C. 
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499), which was the case of a holiday camp run by the 
association at a profit, ‘‘ Some members will participate 
in some things, some members will participate in other 
things, but to no members can there truly be said to be 
a sale. There is, I think, no trade among the members. 
They cannot trade with themselves. ... No profit 
could accrue, any more than profit could accrue from 
any particular thing done, from the management, say, 
of the dining-room of an ordinary club.” 


Income Tax—Transfer of interest in gold mine to non- 
vesident company in return for shares and redeemable 
non-interest-bearing debentures—Finance Act, 1936, Sec- 
tion 18—Income Tax Act, 1842, Section 105. 

In Latilla v. C.I.R. (K.B.D., April 29, 1941, T.R.47) 
an ingenious argument was put forward as a means of 
escape from the net provided by Section 18 of the 
Finance Act, 1936. In effect, a partnership interest 
in a profitable gold mine in Rhodesia was transferred 
to a company, a person resident or domiciled out of the 
United Kingdom, in consideration of shares and redeem- 
able non-interest-bearing debentures. The company 
had never declared a dividend, but large amounts of the 
debentures had been redeemed in the years in question. 
The Special Commissioners had decided that there had 
been a transfer of assets within Section 18 of the Finance 
Act, 1936, and that they were not satisfied that the 
transfer was effected mainly for some purpose other than 
tax evasion within the proviso to the section. Lawrence, 
J., upheld their decision. 

The main argument for the appellant was based on 
Trustees of Psalms and Hymns v. Whitwell (1890, 
7 T.L.R. 164, 3 T.C. 7), and the Shaftesbury Homes and 
Arethusa Training Ship case (1923, 1 K.B. 393, 8 T.C. 
367). In the former case it was held that the trading 
profits of the trustees were not yearly interest or other 
annual payments within Section 105 of the Act of 1842, 
whilst in the latter it was held that the section did apply 
because the Shaftesbury Homes were not trading but 
received the profits thereof from the trustees to whom 
the profits had been bequeathed. It was, therefore, 
argued that the words of the section ‘‘ income becomes 
payable to persons resident out of the United Kingdom ” 
were inapplicable to trade profits made by such persons. 
Upon the second finding, it was contended that on the 
facts the Special Commissioners had no evidence to 
support it. 

Lawrence, J., on the second point held that there 
was evidence ; and upon the first declared that it is one 
thing to say that trade profits are not yearly interest or 
other annual payments and quite another thing to say 
that in an Act to prevent tax evasion it was intended to 
exclude trade profits. The word “ assets’’ was used 
in the widest terms. Income was produced. To whom 
did it become payable ? The cases relied on were decided 
upon different words in a different context and were 
upon the construction of an exemption clause exempting 
types of income which in other parts of the Act were 
distinguished from trade profits. The words of Section 18 
were, in his opinion, amply wide enough to cover the 
facts of the case. 


Schedule B, Rule 8—Gardens for the sale of the produce— 
Mixed farm—FPart fruit and vegetables, part ordinary 
husbandry—Basis of assessment. 

The case of Bomford v. Osborne (House of Lords, 
May 27, 1941, T.R. 99) was noted in our issues of Sep- 
tember, 1939, and February, 1940. In the latter notice, 
a doubt was expressed by the writer whether the Lords 
would succeed in settling the questions of principle at 
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issue, and, unfortunately, this doubt has proved to be 
justified to a large degree. Whilst it is true that the 
decisions in the lower courts were unanimously reversed, 
the unanimity was in fact but limited. Each of the four 
interesting judgments differed in important respects, 
the Lord Chancellor and Viscount Maugham being in 
closest agreement ; but all were agreed, but with varying 
emphasis, that for a “‘ garden’ within the Rule some 
degree of permanence is necessary. As regards the facts 
of the case, the decision may be summed up in the 
words of Lord Wright: ‘‘ ‘Gardens’ within the meaning 
of Rule 8 cannot be notionally constituted by picking 
out from the total area about 16 scattered fields used 
in the year of assessment for producing fruit and vege- 
tables.’’ (If the words in italics are omitted it would 
seem that Lord Porter would not endorse this statement 
unreservedly.) : 

It is curious that the same year in which the question 
of the mixed farm in relation to Rule 8 should be con- 
sidered in the House of Lords should also mark the 
transfer to Schedule D of farmers and market-gardeners 
occupying lands exceeding £300 in annual value. Never- 
theless, a very large part of those engaged in fruit and 
garden vegetable cultivation occupy holdings not ex- 
ceeding the limit ; and to them the decision will be of 
great importance so long as this condition holds. Whether 
it will be found wise to make permanent the differentia- 
tion between large and small farmers would seem to be 
doubtful. 

In the note upon this case in February, 1940, the 
writer drew attention to the evils of ‘ fact-finding ’’ in 
relation to the problem; and their Lordships made 
some very pertinent observations upon the subject. In 
the words of the Lord Chancellor, ‘ It would tend to 
clearness, and be in closer correspondence with Section 
149, if Commissioners, in such a case as this, would 
state that the question of law is whether the facts found 
or admitted can support their further conclusions of 
fact.’’ If Commissioners, generally, follow this advice 
the ends of justice will be more often served. 


Sur-tax—Interest in settlement income—Benefit of wife 
after settlor’s death—Whether resulting trust to settlor— 
Finance Act, 1922, Section 21; Finance Act, 1938, 
Section 38 (3) (4). 

C.I.R. v. Gaunt (K.B.D., April 8, 1941, T.R.31; 
C.A., June 27, 1941, T.R. 127), raised interesting points 
in the law relating to settlements. On March 10, 1938, 
the respondent settled £100 upon trust to invest £98 in 
the purchase of shares in a private company. A direction 
had been made against the company under Section 21 
of the Finance Act, 1922, and the company’s income had 
been apportioned to the settlement trustees. By clause 
2 (a) of the settlement the trustees were directed to 
invest and accumulate the trust income during the 
respondent’s life. By clause 2 (b) the trustees were to 
hold the trust fund, after the respondent’s death, on 
such trusts as he might by will or codicil declare. Clause 3 
declared that neither the respondent nor his wife was 
to benefit during his lifetime, whilst clause 7 authorised 
the respondent to declare new trusts, subject to the 
consent of certain persons, but not in favour of the 
respondent or his wife. 

One of the contentions advanced by the Crown was 
that the word ‘ wife’’ in Section 38 includes widow, 
and that if the settlement confers any benefit upon that 
person, whether she be wife or widow when the benefit 
is to be enjoyed, it is within the Section. It was also 
contended by the Crown that clause 7 empowered the 
settlor to appoint new trusts which, though not drawn 
expressly in favour of himself or his wife, were intended 
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solely to benefit him and that such a power implied that 
the income might be applicable for the benefit of the 
settlor within Section 38 (4). A third contention was that 
clause 2 (b) might offend against the rule against per- 
petuities with a resulting trust to the settlor which 
would be an interest within Section 38 (4) and, even apart 
from the rule against perpetuities, the settlor had an 
immediate interest by reason of his power to declare 
trusts by will which would enable his estate to enjoy 
the trust fund at his death. 

In deciding in favour of the Crown, Lawrence, J., held 
(1) that clause 7 brought the settlement within Section 
38 (3); (2) that “ wife ’’ did not include a widow and 
the section did not debar the wife from enjoying the trust 
fund after the settlor’s death ; (3) that if clause 2 (b) did 
offend against the rule against perpetuities, the resulting 
trust was not an interest of the settlor within Section 
38 (3). 

In the Court of Appeal, Scott, L.J., said that the short 
point upon which the case really turned was whether in 
the language of Section 38 “‘ wife ’’ included ‘‘ widow.” 
In his opinion it was obviously the meaning of the 
Section that it should. Clauson, L.J., said that there did 
not seem to be any sense whatever in making the matter 
depend upon the husband’s life, and he did not see why 
the position should be any different because the benefit 
was to be after her husband’s death rather than before 
it. The death had no relevance. But, whilst the decision 
of Lawrence, J., was wrong on this point, the net result 
was that his judgment would be supported because he 
had decided in favour of the Crown upon another point 
with which it was now not necessary to deal. Goddard, 
L.J., agreed with the judgment of Clauson, L.J. 


ACCOUNTANCY AS A RESERVED 
OCCUPATION 


Information has been received from the Ministry of 
Labour and National Service of the following alterations 
in the Schedule of Reserved Occupations as regards 
accountants and audit assistants. The alterations are 
mainly in the definition of the occupation and not in the 
ages of reservation. 

Age of Reservation 


A B Cc 
Audit Assistant (with 10 years’ 
experience in accountancy in a 
practising Accountant’s office 
and occupied in a practising 
Accountant’s office)... — 25 30 — 
Cost and Works Accountant _... 25 30 — 


*Accountant (member of an in- 
corporated society of account- 
ants)... soe eee oes 25 

Accountant (others) with 10 
years’ experience in account- 
ancy in a practising account- 
ant’s office and occupied in a 
practising accountant’s office 30 — _- 

Accountant (cthers) 30 30/NR — 
As will be seen the changes do not affect members of 

the bodies whose qualifications were specified in the 

revised Schedule of Reserved Occupations dated April 

10, 1941, or Audit Assistants with 10 years’ experience 

in practising accountants’ offices. Their position under 

the Schedule remains as it was and those in both cate- 
gories continue to be reserved at 30 years of age. 


* This entry is confined to accountants who were members 
of an incorporated society of accountants before April 10, 
1941, or who became such members on or after that date by 
virtue of a qualifying examination. 
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EXECUTORSHIP LAW AND TRUSTS 
Wills—Gift to Individuals Born after Date of Will— 
Those Born after Death of Testator Excluded—Rule of 
Convenience. 

There are many rules of convenience in the con- 
struction of wills, especially to ensure distribution 
within a reasonable time. In Re Bellville (1941, 2 All 
E.R. 629) the testator made his will in 1926 and directed 
his executors to pay to any daughter or daughters of 
his nephew who should be born after the date of his 
will £10,000 each for their sole and separate use. At 
the date of the will the nephew was married and had a 
son and a daughter. The testator died in 1937, and in 
1939 another daughter was born to the nephew. The 
Court of Appeal, upholding Farwell, J., held that the 
second daughter was not entitled to the legacy. If 
such daughters had been let in, it might be impossible 
for a long time to ascertain the total amount required 
to satisfy the bequest, whereas if a stated sum were set 
aside to be shared by all such children, the estate could 


be distributed. There was an established rule of con- | 


venience whereby persons born after the testator’s 
death were excluded unless the total amount required 
could then be ascertained, or unless the testator expressly 
provided for a postponement of distribution. 


Charitable Trusts—Construction of Power to Vary. 

In Re Brunner’s Declaration of Trust (1941, 2 All 
E.R. 745) Simonds, J., decided an important point of 
construction. A trust deed to raise funds for Chelten- 
ham College provided by clause 3 that the trustees 
might acquire property or money, and might apply the 
income thereof in perpetuity for any of the purposes 
mentioned for the benefit of the school. Clause 5 
provided that no property vested in the trustees should 
ever be expended, but only the income should be applied 
on the purposes of the trust. By clause 19 power was 
given to the trustees to revoke or vary any of the 
provisions of the trust deed other than those in clause 3. 
The trustees desired power to employ not only income, 
but capital, for the benefit of the school, and proposed 
to substitute for clause 5 a clause giving them that 
power. The Court held with regret that the proposed 
variation of clause 5 was invalid, because the fact that 
there was power to revoke or vary clause 5 did not 
affect the prohibition contained in the irrevocable 
clause 3, which imposed an obligation to employ only 
the income of the trust fund. 


Soldier's Will—Wills Act, 1837, Section 11—Death in 
Air Raid. 

A matter of first importance was decided by Hodson, 
J., in The Estate of Spark (1941, 2 All E.R. 782), and it 
vitally affects the testamentary dispositions of the 
millions of men now in the armed forces. Section 11 
of the Wills Act, 1837, exempts soldiers in actual military 
service from the provisions requiring wills to be formally 
executed. They may make wills by mere oral declara- 
tions, the theory being that they could not readily. 
obtain legal advice. The difficulty has been to decide 
when a soldier is in actual military service. In re 
Hiscock (1901 P., 78) doubt was expressed, and in cases 
in the war of 1914-18 it was held that soldiers in England 
under orders to proceed overseas were in actual military 
service. In the present war, in ve Gibson (1941, 2 All 
E.R. 91) it was held that the soldier in that case, who 
died whilst living in his own house, was not in actual 
military service, and could not make an oral will. 
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Notes 


In the present case the soldier gave instructions to 
his solicitor to draw his will immediately he was mobilised 
in 1939, intending to execute it when next on leave ; 
he never executed it. Whilst in camp in Britain in 
August, 1940, he told a comrade that in case he got 
killed he wished his wife to have all his property. Two 
days later he received a fatal wound from a bomb dropped 
by enemy aircraft on his camp. Hodson, J., held that, 
though he was not under orders to proceed abroad, yet 
he was in actual military service, because in this war, 
with the extent. of operations enlarged in depth and 
height, circumstances differed from those in earlier 
wars ; a soldier in camp was a mark for enemy action. 
Therefore the will, in its informal oral form, was entitled 
to be admitted. 


EMERGENCY LEGISLATION 
Power to Appoint Controller of a Business—Powers of 
Controller. 

In John Fowler & Co., Ltd. v. Duncan and Crabtree 
(1941, 2 All E.R. 577) Farwell, J., decided an important 
point affecting companies. Under the Defence Regula- 
tions, a competent authority is empowered (where neces- 
sary for the prosecution of the war or the defence of the 
realm) to appoint a controller of an undertaking, who 
may be authorised to carry on such undertaking. In 
this case the plaintiff company carried on two distinct 
forms of manufacture, one of which was essentially war 
production ; for each form of manufacture there was a 
separate banking account. Owing to financial diffi- 
culties the company had an overdraft at the bank, 
secured by a debenture over the whole assets and 
undertaking ; the bank refused to make a further 
advance. Pursuant to Defence Regulations the first- 
named defendant, who was the Minister of Supply, 
by an order dated March 21, 1941, appointed the second 
defendant controller, giving him wide powers of manage- 
ment and control over the company’s business. Dis- 
agreement arose between the controller and the company, 
and the latter contended that the order appointing the 
controller was ultra vires the Minister of Supply, and that 
the functions specified in the order were not functions 
of control within the meaning of the regulation ; alterna- 
tively, that the controller had exceeded his powers. 

Farwell, J., held that the order was not ultra vires ; 
“controller ’’ must be construed as used in the Act, 
and the controller could be given the widest powers over 
the whole undertaking and every part thereof; also 
that the controller could not delegate his powers, but 
could appoint an assistant; that it was within the 
controller’s powers to order the company to ignore 
one of its banking accounts and to operate only the 
other account ; that by making the company increase 
their overdraft the controller had exceeded his powers ; 
he was doing more than control the company’s financial 
operations and was ordering the company to do some- 
thing it was unable to do. 


MISCELLANEOUS 
“* Share-Pushing ’’—Winding-up of Industrial and Provi- 
dent Society—Undertaking to Register under Companies 
Act. 

In Re First Mortgage Co-operative Investment Trust, 
Lid. (1941, 2 All E.R. 529) an interesting point was 
decided by Bennett, -J., under the Prevention of Fraud 
(Investments) Act, 1939. The Chief Registrar of 
Friendly Societies petitioned to wind-up the company, 
which had been registered under the Industrial Societies 
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Act, 1893. Section 10 of the 1939 ‘‘ Share-Pushing ”’ 
Act provides that such a society may be wound-up if 
it is “‘in the interests of persons who have invested or 
deposited money with the society or any other person ”’ 
that this should be done. The society had 6,850 share- 
holders, and by its rules each shareholder’s maximum 
holding was {200 ; total capital was £561,800. Share- 
holders with more than half the total capital opposed 
the petition, and in response to a circular issued by the 
society only seventeen shareholders, whose total holding 
was only £2,252, gave notice of a desire for winding- 
up. 

For years the society had issued statements stating 
that investments in the society’s shares afforded absolute 
security, and that the funds were invested in first 
mortgages on freeholds or in bonds or debentures based 
thereon. It was proved that the majority of the society’s 


The Emergency 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime 
enactments and Orders which most concern the accountant. 
The twenty-second instalment is given below. The sum- 
maries ave not intended to be exhaustive, but only to give 
the main content of an Act or Order, the full text of which 
should be consulted if details are required. 


ACTS 


Colonial War Risks Insurance (Guarantees) Act, 1941. 
A guarantee may be given to the Sudan or to any 

British colony, protectorate or mandated territory which 

has established a compulsory scheme of insurance of 

commodities similar to that contained in Part II of 

the War Risks Insurance Act, 1939. 

Financial Powers (U.S.A. Securities) Act, 1941. 

The Treasury is given the necessary powers to enable 
it to carry out the agreement for a loan to the Govern- 
ment from the Reconstruction Finance Corporation, to 
be secured by pledge of securities of American corpora- 
tions. The Treasury may accordingly require securities 
and income arising therefrom to be placed at its dis- 
posal, but must release them when control is no longer 
necessary. If any securities cannot be released, the 
Treasury is to pay the market value or a sum to be 
agreed, or determined by arbitration, to be the fair 
value. 

Landlord and Tenant (War Damage) (Amendment) Act, 
1941. 

When war damage is sustained by land or buildings 
let on a short tenancy, no rent is payable while the tenant 
is not in occupation. A number of amendments are made, 
chiefly to provide for cases in which the War Damage 
Commission have determined to make a value payment 
or a cost of works payment. The Act of 1939 is applied 
to ground leases. 

(See Accountancy, November, 1939, p. 38, and April, 
1941, p. 127.) 

National Health Insurance, Contributory Pensions and 
Workmen's Compensation Act, 1941. 

(See AccounTANCy, August, p. 188). 

War Damage (Extension of Risk Period) Act, 1941. 

Compensation is to be paid under the War Damage 
Act, 1941, in respect of a second risk period from 
September 1, 1941, to August 31, 1941. Contributions 
for this second period are to be determined heréafter by 
Parliament. 

(See AccounTANcy, August, p. 188.) 
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investments were hazardous and speculative. The 
society was controlled by men interested in other societies 
and companies, and directors of the society had advanced 
the moneys to other societies in which they were 
interested. If they were immediately realised, many of 
the investments would be sold at a loss. It was alleged 
that this was one of the bodies which the 1939 Act was 
designed to end. The respondents, conceding that 
there had been errors, offered to register under the 
Companies Act, 1929, whereby the directors would be 
prohibited from inviting subscriptions; it was also 
contended that a winding-up order would cause a great 
loss to members, whereas things might improve. With 


those considerations in mind, Bennett, J., said that, 
though he would like to see the society wound-up, he 
did not make an order, but accepted the undertaking 
to register the company. 


Acts and Orders 


War Damage to Land (Scotland) Act, 1941. 

When war damage is sustained by a dwelling house in 
Scotland let under a short lease at a rent not exceeding 
£90 per annum, no rent is payable while the tenant is 
not in occupation. A few other amendments are made in 


the 1939 Act. 
ORDERS 


COURTS 
No. 840/L. 13. War Zone Courts (No. 2) Order, 1941. 
The number of war zone courts for each region is 
specified, and their titles given. 
(See AccouNTANCY, November, 1940, p. 30.) 


FINANCE 
No. 1124. Defence (Finance) (Definition 
Area) (Amendment) Order, 1941. 

Hongkong is now included in the sterling area. 

(See AccounTANCy, July, p. 183.) 

No. 1112. Financial Powers (U.S.A. Securities) Regula- 
tions, 1941. 

No. 1139. U.S.A. Securities 
Disposal) Order, 1941. 

The Treasury may require American securities to be 
placed at its disposal in accordance with the Financial 
Powers (U.S.A. Securities) Act, 1941, summarised above. 
United Kingdom insurance companies may be required 
to pay to the Treasury any income arising from their 
branches in the U.S.A. Owners of securities and 
insurance companies may be required to take certain 
steps in the exercise of any powers of control over the 
management of the American corporations or businesses, 
including the production of audited accounts. 

The Treasury required holders of about twenty 
American securities which have been registered under 
the Securities (Restrictions and Returns) Orders to 
place them at the disposal of the Treasury. 

No. 1192. Acquisition of Securities (No. 4) Order, 1941. 

Certain registered stocks of the Dominion of Canada 
and the Province of Ontario are requisitioned. 

(See AccounTANCy, May, p. 147 and this issue 
p. 220.) 


LIABILITIES (WAR-TIME ADJUSTMENT) 
No. 942/L.17. Liabilities (War-Time Adjustment) Rules, 
1941. 

Detailed provisions are laid down and forms pre- 
scribed for proceedings under the Liabilities (War-Tim= 
Adjustment) Act, 1941. 

(See Accountancy, August, p. 193.) 


of Sterling 
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— Publications 


The Conduct of Meetings. By Cecil A. Newport, 
F.C.R.A, (The English Universities Press, Ltd., 
London. Price 3s. 6d. net.) 

There are very few people in the commercial world 
who do not attend meetings, and yet it is true that 
the majority have but little knowledge of the main 
points of procedure which govern such gatherings. The 
principal duties of chairmen, secretaries, convenors or 
movers of resolutions are governed by rules which are 
contravened quite as often as they are observed. 
Admittedly, there are many occasions when it may not 
be necessary to adhere too rigidly to the strict procedure 
which should govern meetings of companies or public 
authorities, but, nevertheless, a knowledge of correct 
procedure may become important at any time. There 
are standard works in existence dealing with the conduct 
of meetings, but these are mostly written from the legal 
aspect. Mr. Newport writes for the ordinary layman 
who wishes to know how various classes of meetings 
should be conducted without worrying his head very 
much about the legal authorities. The author traces 


the procedure from the original authority for the holding © 


of the meeting to the conclusion of the meeting and the 
records thereof. Committee meetings and the reports 
thereof to the main body often lead to arguments, and 
Mr. Newport considers the implications of the term 
““committee,’’ which may describe either the general 
executive body or a subordinate yet powerful limb of 
such a body. Normally, the reports of a committee 
are reported to the main body; from the minutes of 
the committee the officers extract those propositions 
which require specific confirmation by the council ; 
these are put forward in the form of a report or schedule 
of recommendations, which are moved in council by 
the committee chairman and seconded by its vice- 
chairman, if any, or by some other member of the 
committee ; these recommendations having been dealt 
with, a formal resolution confirming the remaining 
minutes of the committee is then put forward in the 
same way. It is clear that the author writes with a 
very practical knowledge of his subject and we have 
little doubt that his book will reach the same degree of 
popularity as his well-known work on income tax. 


The War Damage Act, 1941. By H. Samuels, M.A. 
(Sir Isaac Pitman & Sons, Ltd., London. Price 
10s. 6d. net.) 

The War Damage Act, 1941. By The Hon. Dougall 
Meston. (Sweet & Maxwell, Ltd., and Stevens and 
Sons, Ltd., London. Price 12s. 6d. net.) 

The War Damage Act: An Explanatory Guide. 
By C. H. S. Stephenson, LL.D., and Eric C. Spencer, 
M.A. (Williams & Norgate, Ltd., London. Price 
Is. net.) 

If Your House is Bombed. By T. J. Sophian. 
(Jordan & Sons, Ltd., London. Price Is. net.) 

The War Damage Act of 1941 and the various Orders 
which will be made thereunder, together with extending 
or amending legislation, is likely to be the subject of 
much literature. Handy books giving a short para- 
phrase of the Act appeared immediately the Act was 
placed on the statute book and more extended works are 
now appearing with annotations and notes. Mr. H. 
Samuels gives a short résumé of the Act and this is 
followed by the sections of the statute with copious 
notes on matters of difficulty which are likely to arise 
thereunder. Cross-references from one section to 
another are numerous, but this is inevitable in such 
comprehensive legislation. The amendments of the 


War Risks Insurance Act, 1939 (which covered com- 
modities), by Part 3 of the War Damage Act, 1941, are 
set out in the Appendix. 

The work by the Hon. Dougall Meston follows similar 
lines to that of Mr. Samuels, and special attention may 
be called to the practical examples in which the author 
assumes particular types of property to have been 
damaged in varying degrees by enemy action and sets 
forth the contribution or premium payable, the nature 
of the compensation payable and the date at which 
such payment can be expected. He includes an exdmple 
in which he arrives at the conclusion that the owner was 
really covered by the free insurance under the Act and 
did not derive much advantage, if any, from the payment 
of an additional premium. 

The explanatory guide by Messrs. Stephenson and 
Spencer has already had a large sale and has proved 
to be extremely useful as a desk reference book when 
dealing with correspondence. Accountants in particular 
have been expected by their clients to know the effect 
of the Act from the point of view of the owner, the 
tenant and the mortgagee. The proportions of con- 
tribution payable by these interested parties are not 
difficult of ascertainment to one who is trained in the 
reading of legal enactments, but the average ‘business 
man has no time in these days even to digest the notes 
which are issued with demands. This particular guide 
answers in advance many of the difficulties which are 
passed on from clients to accountants. Mr. Sophian’s 
pamphlet has a more restricted title and gives a brief 
summary of the duties of owners and occupiers of houses 
and land where war damage has been suffered. Part 
III and Part IV of the Act are referred to rather briefly. 
It is presumably by intention that the authors of these 
short guides do not give many references to the sections 
of the Act itself, but the absence leads to difficulties in 
some cases. Short tenancies, for example, are important 
under Part I of the Act, but the reader who wants to 
know the authority behind the definition of the term 
may spend a considerable amount of time before he finds 
that the meaning assigned to this particular term is 
not to be found in Part I but in Section 95 which 
comes near the end of the Act. 


BOOKS RECEIVED 

Corporate Financial Statements. Proceedings of 
the Accounting Institute, 1940. Edited by Roy B. 
Kester and H. A. Inghram. (Columbia University 
Press, New York; Humphrey Milford, London. 
Price {1 net.) 

Income Tax for the Clergy. By A. L. Boydon. 
(Eyre & Spottiswoode (Publishers), Ltd., London. 
Price 6s. net.) 

Loose-leaf War Legislation, 1940-41. Edited by 
John Burke. Parts 9, 10, 11, 12, 13. (Hamish 
Hamilton (Law Books), Ltd., London. Price 5s. net 
each part.) 

Palmer’s Examination Note Book for Accountancy 
and Secretarial Students. By Alfred Palmer, 
A.S.A.A. Second edition. (Gee & Co. (Pub- 
lishers), Ltd., Potters Bar. Price 10s. net.) 

The Law of Stamp Duties on Deeds and Other 
Instruments. By E. N. Alpe, Barrister-at-Law. 
Twenty-third edition, revised by A. L. Goodman 
and Stanley Borrie. (Jordan & Sons, Ltd., London. 
Price 25s. net.) 

Six English Economists. By T. F. Kinloch, M.A. 
Third edition. (Gee & Co. (Publishers), Ltd., 
Potters Bar and London. Price 6s. net.) 
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War Bonds and Bank Earnings 

Are the comparatively long-dated Savings Bonds to 
remain the only Government security currently on offer, 
and if not how long will it- be before they are supple- 
mented by another short-medium stock similar to the 
National War Bonds 1946-8 ? This is the problem raised 
by the Treasury’s decision to withdraw the latter issue 
without providing an immediate substitute. Whatever 
the Treasury’s intentions, it is taken for granted that any 
fresh issue will be on terms less favourable to the in- 
vestor, and this alone would explain the last-minute 
rush for the 1946-8 bonds, which produced applications 
of close on £60 million in the last two days on which the 
Issue was still available. Whether a fresh sto¢k is issued 
at an early date will no doubt depend very largely on 
the investment policy and requirements of the banks, 
whose combined securities have been expanding at an 
average rate of over {20 million during the past year 
and now constitute the main earning asset, taking pre- 
cedence over advances for the first time in history. On 
the face of it, there is no reason why the rise in invest- 
ments should suddenly cease at this stage; for quite 
apart from the need to offset the fall in advances, it is 
assumed that investments would provide the counter- 
part to some proportion of any further expansion in 
deposits, in order to preserve a reasonably remunerative 
distribution of bank assets. If the rise in the securities 
item were to be continued on anything like the same 
scale by purchases in the open market, this buying would 
obviously exert a strong upward influence on the prices 
of the existing short-medium stocks, and ultimately of 
gilt-edged as a whole. It was thought, indeed, that the 
Treasury's tactics might have no other object than te 
accelerate such an improvement in order to establish 
a free market for the existing war issues. In the week or 
two following the announcement there was in fact only 
a trifling advance in the stocks most likely to be affected, 
but probably only because the banks’ requirements were 
temporarily satisfied by their last-minute War Bond 
subscriptions. If buying should be suspended for a more 
lengthy period this would imply that the banks had 
decided to allow their “ liquid assets ratio’ to rise to 
still more abnormal levels, which in turn would suggest 
some arrangement with the authorities about asset 
earnings. In face of 100 per cent. E.P.T. there would 
seem to be little purpose in any special arrangement of 
this kind. For the time being, the dominant trend in 
markets has been what is called the ‘‘ V-motif,’’ that is, 
a renewed interest in equities for the sake of their post- 
war prospects. As a result of this movement, the 
Financial News index of ordinary shares has touched 
a new high level for the year of 78.4, compared with the 
January peak of 73.7. The most noteworthy individual 
feature was a flurry in railway junior stocks on hopes of 
a new agreement favourable to the lines. 


Country Jobbing Controversies 

The Stock Exchange Committee has this month taken 
vigorous action under the new rules recently formulated, 
by designating as a non-member jobber the important 
Sheffield firm of Cyril Nicholson & Co. The effect of this 
decision is to debar Nicholson’s from direct access to the 
London market by prohibiting members from maintain- 
ing direct telephone or teleprinter communication with 
that firm without special authorisation, which would only 
be given if the securities dealt in by the non-member 
jobber are deemed to be of purely local interest. As was 
pointed out when they wefe instituted, the new rules 
are not directed against all and any competition with the 
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London market, but only against forms of competition 


which the Committee considers unfair. Its main com-° 


plaint is that some country jobbers have made a practice 
of specialising in the narrow range of securities which 
happen to be active at a particular moment, knowing that 
they can close their books in London when interest dies 
down, leaving the stocks in effect to be carried by London 
jobbers when they are least in demand. In other words 
the argument is identical with that used by London 
Transport against the independent bus services—that 
they “ skimmed the cream ”’ off the traffic. That London 
is not seeking to establish a monopoly of investment 
business by excluding country jobbing which is comple- 
mentary to its services is evidenced by the fact that as 
many as forty-two direct telephone or teleprinter lines 
to the provinces are still in operation. 

More Vesting of Dollar Stocks 

Though everybody recognises that the requisitioning 
of dollar securities by the Treasury is an unavoidable 
necessity, it is unfortunate that the actual process of 
vesting has so often caused individual holders and 
groups of holders to feel that they have legitimate 
grievances. As on previous occasions, so in the past 
month there has been some criticism from the equitable 
viewpoint of each of the two latest requisitioning orders 
for dollar securities. The first of these was a vesting 
order for some 20 United States securities to be used 
as collateral for the Reconstruction Finance Corporation 
loan of $425 million. As was pointed out last month, 
an important advantage of, this loan is that it will 
make it possible for this country to pledge investments 
instead of liquidating them outright, thus avoiding any 
further forced sales on the lines of the unfortunate 
Viscose deal. This benefit has been passed on by the 
Treasury to the individual owners of stocks to be used 
as collateral. Though the Treasury has the right to 
dispose of the stocks as though they had been vested 
in the normal way, they are in fact only being borrowed 
from the owners and will be released when no longer 
required. In the meantime, the owners will continue 
to receive the sterling equivalent of any dividends paid 
on their securities, which should normally be higher 
than the earnings obtainable on the reinvestment of 
capital sums paid out by the Treasury had the stocks 
been requisitioned. Thus it is clear that this particular 
set of holders has no grievance. Inevitably, however, 
this in itself means that holders whose securities have 
actually been requisitioned will now feel that they have 
been subjected to some discrimination. 

This is a very minor point, however, compared with 
the very real grievances associated with the call-up 
of Canadian stocks foreshadowed in last month’s issue, 
which was announced even sooner than might have been 
expected. The order covers three Canadian Government 
and two Ontario Government stocks totalling over 
£35,000,000. By the terms of the respective issues, 
however, the first of the Government loans is not 
repayable before 1950, the second not-until 1953 and 
the third not until 1958. All the criticisms which were 
levelled against the recent vesting of Indian stocks in 
advance of maturity can therefore be directed against 
this Canadian vesting. Once this vesting is complete, 
there will be only some £1,000,000 of Dominion Govern- 
ment debt outstanding (in the form of 2} per cent. 
inscribed stock), and since it is estimated that Canadian 
financial aid to this country may reach $800 to $900 
million during the present year, it is interesting to 
speculate how the remainder of Canada’s accumulating 
sterling will be employed. 
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"AOLLERITA™ 


THE ELECTRICAL METHOD OF PUNCHED CARD ACCOUNTING 


i aa 


bombs; when evacuation is merely a_ pleasant 


memory of wooded park and country mansion; 
when normal practice is resumed again—in a 
word, WHEN THE WAR IS OVER, “ Hollerith ” 
will be found, as always, in the forefront of 


modern machine development and_ performance. 


EVEN NOW sudden calls for 
assistance can be met and satisfied 


through the Service Bureaux 
attached to all “HOLLERITH” 
district offices. 


THE BRITISH TABULATING MACHINE COMPANY LIMITED 
VICTORIA HOUSE, SOUTHAMPTON ROW, LONDON, W.C.1. 
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ADVERTISEMENTS 


NEAR THE BRITISH MUSEUM 


KINGSLEY HOTEL 


Telephones in all Bedrooms. Numerous Private Bathrooms. 
Food of the best quality. 
Bedroom, Bath and Breakfast from 9/6 per night 


INCLUSIVE TERMS ON APPLICATION 
Telegrams: “ BOOKCRAFT, LONDON” Telephone : HOLBORN 3646 (8 lines) 


ACCIDENT and 
GUARANTEE 
CORPORATION, LIMITED 


rat OCEAN 


ADMINISTRATION LOST DOCUMENTS 
RECEIVERSHIP | ono DEFECTS IN TITLE 
CUSTOMS SECURITY SERVICE MISSING BENEFICIARIES 
FIDELITY GUARANTEES FORGED TRANSFERS 


Head Office: 36-44, MOORGATE, LONDON, E.C.2 


—_——— 
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F ies Important New Work 


E.P.T. LIABILITY 


OF INTERCONNECTED 
COMPANIES 


By James S. Heaton, Incorporated Accountant (Hons.) 


This is an up-to-date work including the provisions of the Finance Act, 1941. The contents 
include: Chapter I—Groups of Companies. Chapter IJ]—Standard Profits of the Group and its 
Members. Chapter IJ]—Computation of Profits, Losses and Capital. Chapter IV—Deficiency 
Relief. Chapter V—Successions and Amalgamations. Chapter VI—Relationship of E.P.T. to 
N.D.C. Chapter VIJ—Relationship of E.P.T. to Income Tax. Chapter VIII—Practical Problems 
Relating to Foreign Subsidiaries. Chapter IX—Appeals. 

Appendix A—Worked Example of Computation of E.P.T. and N.D.C. Liabilities of a Small Group | 
of Companies. Appendix B—Reproduction of Section 17, Finance (No. 2) Act, 1939; Sections 28 
and 29, Finance Act, 1940; Fourth Schedule, Part I, Finance Act, 1938; Fifth Schedule, Finance 
Act, 1940; Fourth Schedule, Finance Act, 1941. Appendix C—Reproduction of Extracts from 
Report of Committee of Association of British Chambers of Commerce on the E.P.T. ; 


18s. net; by post 18s. 7d. 


JORDAN & SONS, LIMITED, 116 Chancery Lane, LONDON, W.C.2 
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ADVERTISEMENTS 


VITAL to THE NATION'S 


‘EXPANDING PRODUCTION 


As essential as the machinery in the factory 
is the machinery in the office which provides 
executives with vital control figures, such as— 


ETH Estimates, specifications and commitments that 


precede actual factory production. 


AU Sete ONL Beet Purchase orders and sales records that speed 


delivery of parts and:materials—prevent misunderstandings. 


& ; 0 te ~~ PME ese), 8 le) Ea Requisitions; receiving records, 
/ MACHINERY OF PRODUCTION stock records that control the flow of materials to scheduled rate-of 


output—furnish up-to-the-minute statistics and reports. 


WN Telll me Neteteltl pil [eee Earnings calculations, wage 


accruals, income tax and payroll records that ensure prompt payment 


of personnel—provide adequate statistics and reports. 


ol ohY M140) 19h Peg Cost-to-date figures—available every day— 


that provide expense and production controls and statistics for review. 


reW ENO] dud, Mele) awe Vital figure-facts, statistics and 


reports that permit quick decisions, quick action. 


To-day modern Burroughs machines provide 
every type of required record and figure control 
in less time, with less effort, at less cost. 


BURROUGHS ADDING MACHINE LIMITED 
CHESHAM HOUSE, 136 REGENT STREET, LONDON, W.|! 
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ADVERTISEMENTS 


For safety’s sake you should use accounting 
and record rulings which are standardised, 
and which can be rapidly replaced in case of 
loss—thus facilitating the restoration of normal 


business activities. 


Kalamazoo have 150,000 designs available 
(for Loose-leaf, for Visible and for Machine 
Accounting) prepared for 60,000 customers. 
They cover practically all purposes. Very 
many of them are printed and are in stock 


—others are available at a few day’s notice— 


to replace your lost records without trouble 
and delay. 

If Kalamazoo print your forms to your own 
special design, the printing medium is retained 
in the Strong Room; your risks are thereby 
spread and you make certain of quick replace- 


ments. Ask your local Kalamazoo Represen- 
tative for particulars. 


Kalamazoo Lid 


NORTHFIELD * BIRMINGHAM 31 


oe 
ee . 
eo 
7 
na" 
. 6 >. 
ee 3 
. Vv i 
= 
ae 
- — 
Wintoce oy Pee Saat S i os Sere ee cc REE a De sige ar > a 
‘ : ns 4 , # yr oe . “wt gt ae ~ f 
. fost tee : : 3 & i oe ieee ck 3 ; ns f OF 
. oa ep : Soe = 2 , ee 1 a . A 
ae THs eB Sa Ee. ae 2 ae 3 
Eee = ° cay ene a ; > 3 £ ‘ “es a 
~ eae Se ge et Io ‘ Fae as 4 4 : id 
ena Se oa he i. ee. —— -. 
”~ get AS ON BES ns — we se 5 * hae ere rs a 
.* Vee ee suet a) ° eo in Pe a, oe ae: oe oo eae oe By ‘¢- # id 
ee _ eee agp wk © 6 oe oo, aes , e FS . 7 “| ee. a4 Fe mH mags iy 7 
a ee | Fo Some | ee a ee ee ee : 
Ae iecater | cca eccceee | S0em: , * ‘ = ea s Bae J : oe 
= . IT * ae Fe * = Me = 
See: - : 7 1h2 . q ‘ ¢. ~ : be 
a SH. f Ste 5 4 —, " 
ree a x 
ieee PP ttt tity HiT pag See Py oe ae 4 * 
Senamge SO case 48% egpesseet eS Ss <a oa a 
- ts se gene ae . ; 
=a Pa at ieee eay er e. S 
eT Pee el Ser St x . - wo me 
= aE aie iy Herbst B Ae AN , a A 
> ae ist Ute pepmtemtee is Sc 6s eas at € he eee \ sa ’ ‘i 
ae wee SESS Seti t (4 bee ee LF ae S . ae 
SS itt Hist it Kia Ae ae, e 3 5 ms 
comme SE STestttctcter soos ale mg xy ge ‘e 2 
Soom Eis eh cis aeeett els aree oe AM NE & ms 
oe tt ai ITT tee oe ey Pe m 
ape, ae Pen rititteed tortie oe é a os 
—, = ate ete attet Lanny Lee oa oe 3 oe 
: — te ee ott teeter p are it eS ae ‘ “SS on 
ee ert tett ite ete 5S ; ve ; ; Palo ii es. “m7 ae 4. 
: t ; & 
Semcon wet: S:3esisesets es setp ets S52, x fas oe Ett ae 
a Ne RECORDS fn ‘ 
ry ets ot heh ah es a a ons . 
sere ‘3 ae Biiat:: ii eae ; see > Ps Re : ae oe fi ‘ by aa 
sett) 344 eter : es = <= <2 3) 
“<- ‘ 2 ees ‘ x ey. ss wa on 
wet. &. > ms _ ‘ 3 “ iS < F ite ‘ 3 - 
a ~ < a Fe we St 
‘ a oR. Bag re oa “Lae ia cia « ae be ~ ey 3 7" 4 Fame . . yi i Pie 
T 4 Sie -. - Stead on Se - 2: Sees ee Pies - 2 e Ril beth 7 
ers ee a eS AE Bint! ha —* -* ¢ ae. : + ae z 
Peeverpecetee. |e 7s Soo ye \e > 3 .*. 
° tees ‘Soe ee a eee, if SSS i: i tee 4 Parte tial 2°. & a ae 
oh aoe So Ss S39 «8 é BP oe Se oa sa a a : xs 
Eee Past . Pa SF 4 p : ‘<. ss * Le @ é ” f " oe Fo %. & CF j ae 
She Se tl : eae ee F f 7 tee bP res F ~ e a We - 6 i . — : Ye . 
z 0 =~ + ¢ - F, ee . , ty ” rey 5 . . A 
ans Oe ea eae Dae ta : * i. Se AG . x 3 5 fs oe i. 
. PF ee a a 8 45 SF ee £ a ae one: of & a : bape ‘ é Pe i 
Eas A fo bg lS nu yl ‘ ee eo (ieee ke = te 4 et a och 
oe «tail ek a FS tee * ae TR et, \: ge " : ae 1% 
TA ‘ 9 FEF ee, > SS ae ae ® = a es Line ee RS Sted res : a . < oe ae 
IOS is eg a fr: ee id ie Fe pa eS bat ae ‘ bl cll . 7 ' me ey 
EM hh Ye P . FS Me Pa Ee : ie is fi a 
F Z 2 A, Z ‘s <a ie fo a : 5a Sie Ne 5 7 . 4 iy 
“ . § 4 Pk = ~£rae Bet of fg Fe . a te A = 4 ‘ 7 4 
PALE OO. iP hgh ee * ene. % Pa LEE ee *% as ae et a is + ¥ oi Ee 
PAS, f é oe x ce ey ae ae os * ies ; : ee an 
A? P, gets ft, if eae SY os es Pd fo | : & 55 ¢ ee Mi 
ye vA A a ff Ps Kies ee A FO, 4 oe * e . ee Re ag 40 
Le Le ‘. tf aL, wn NL GE sie, oe ag x os 
pe J foe , he ‘s : 3 OR bea ? . $ : y, ee ; : i i ee: 
tet: Vee ge tC A (PRS th P&s Peas ¢ - ar Pe ia ae! o a 
: 7 : of She fF y ~ eine. ‘ Se iia ee Le hy 
= | i hee pee Sees = ce 4 ‘. ff oy f; : ee » A a . Syd aes. a ie oe oh mi i “a mf 
a 2 ees ae tae as OP Me > Gt Me Fi ASS . a eae me - 3 #4 =e Pi a 
Sa es y ,, ‘@ y da oat 4 ice ag n 
a ee : So ad is y ae #3 ‘ ‘ See * Pe 
x i Hf A es Se ef f ee Se é Re 
& nieseatied 4 he. tt oy M ee a3 = . > he a f : = < oF yes = KS : e ‘ 
iStaeecterisiaaasa:: Se a “\ .  @ 0: 
FS Sees s Soe ar femmes res es, Sen. “a eo) Sad os ees ¢ 
bot Stat ’ “huge: a eee . <a . “t 
~ ote ee ee ees: . es EM are a ~~ ee ¢ i 
ie none : cat 445; th SA ae \ come eae 3 ty ot aan se saa nee cS (* : . oe P OE 
$x 
e 
: 
‘tele 
Se 
Fe 
_ dio 
Fs, 
ee 
ae 
re 
a “a 
<i 
Sey 
ai 
ie 
4m 
Ss. 
z 
BS 
4 NF 
ot 
ee 
eee Be 
, . $2 
AS 
ee my 
ns 
—_—_—_—=—————_——_—_—_$_<_—$—_—_<_<_—¥—«K«—«_—_———_—_—_—_—_————————— rie 
is 
Eo ele Ee 
i tel & 
*y 
3 ee 
- ae 
‘ae 
. 
e.. m4 
re) 
Ke 
ae 
oe 
’ a ie 
: a. a8 : =f : aes i es es ee a Bi . ih Sa 2 
? ¥ i a”. a -. Be . aa oe 
oe Be ee | ies es oe Rony, 


ADVERTISEMENTS 


LEGAL & GENERAL 
WHOLE LIFE AND ENDOWMENT POLICIES 
both participating and non-participating 


INCLUDE WAR RISKS 
WITHIN THE UNITED KINGDOM | 


so long as the Life Assured remains a civilian 


Part time duty in the Civil Defence Services and the Home Guard as at present 
constituted is included in the cover. 

The Society is prepared also to consider War Risks both at home and abroad in respect 
of non-civilian lives, each proposal being considered on its merits. 

Life Assurance is more necessary to-day than ever before—ask for full 
particulars now. 


LEGAL & GENERAL 


ASSURANCE SOCIETY LIMITED 


Chief Administration : ALDWYCH HOUSE, ALDWYCH, LONDON, W.C.2 


Branches in all principal Towns 
Established 1836 General Manager: Vernon E. Boys Assets exceed £54,000,000 


METROPOLITAN COLLECE | 


At the C.A. (England & Wales) and S.A.A. Examinations, 
Students of the Metropolitan College gained: 


OVER 
3,000 SUCCESSES 


— AND — 


84 HONOURS 


INCLUDING 20 FIRST, 14 SECOND AND 18 THIRD PLACES 
IN THE LAST TWELVE YEARS 
Reduced Fees are now temporarily available. 


A copy of the College “‘ Accountancy’”’ or “ University” Prospectus 
may be obtained on application to the Secretary (A3) 


METROPOLITAN COLLEGE 


Send for particulars of 


New Junior’s Course 
in Book-keeping, Auditing, etc. 


NEWLY ARTICLED 
CLERK’S COURSE 


Post-Graduate Course for 
Accountants in 


MECHANISED 
ACCOUNTING 


Expert Postai Courses for the 
Exams. of the Institutes of 


CHARTERED SECRETARIES 
AND COST AND WORKS 
ACCOUNTANTS 


| London University External 
B.COM. & LL.B. DEGREES 
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SIX ENGLISH 
32 LS 


An interesting and valuable introduction to economic study which | . 
avoids the abstract treatment so puzzling to many beginners. Adam 
Smith, Ricardo, Malthus, J. S. Mill, Jevons, and Marshall are the six 
economists dealt with in this book. In each instance a lucid account 
is given of the man and his work. In this way the student is 
shown the concrete problems the economist faced and the solutions 
he offered. 


THIRD EDITION 


A brief but invaluable account of the growth of ‘economic theory 
which deliberately avoids the use of technical terminology and 
shows the beginner by means of notes and bibliography the lines 
on which further study may be most profitably pursued. 


GEE & COMPANY (PUBLISHERS) LTD., OSBORNE ROAD, POTTERS BAR, MIDDLESEX 
ALSO AT THE CITY LIBRARY, 27-28 BASINGHALL STREET, LONDON, E.C.2 KELVIN 4327 


6/ ™ NET. POST FREE U.K. 6/3 


WE HAVE NOW REPRINTED NORTH WESTERN 


—following loss through enemy action— 


INCOME TAX FoRMs || POLYTECHNIC 


COMPILED BY AN INCOME TAX SPECIALIST Prince of Wales Road, 
Kentish Town, N.W.5 


The Series comprise the following forms :— 


No. 46. INCOME TAX RETURN (Salaried Staff) 

No. A.C. 64. INCOME TAX COMPUTATION FY AMIN ATION COURSES 
No. 99. CLAIM FOR ADDITIONAL RELIEF Schedule A 

No. ND. 01. NATIONAL DEFENCE CONTRIBUTION SESSION 1941-42 

No. 1la/12a Sch. D&E. INCOME TAX RETURN 
No. ICR. 233. INCOME TAX REPAYMENT CLAIM 


No. ND.1. NATIONAL DEFENCE COMPUTATION Accountants (Inter.) 
No. Sch.D.1.—COPY of FIRM or COMPANY RETURN Cost Accountants (Inter.) : 


SPECIMENS GLADLY SENT ON APPLICATION Institute of Bankers (Part 1) 
Inter. B.Com. & B.Sc. (Econ.) 
CHAS. pd at 20 eg ry: Chartered Institute of Secretaries (Inter.) 
Showrooms: 11 Mason's Avenue, Basinghall St., E.C.2 Matriculation and Professional Prelimi- 
3 Milk Street, Cheapside, E.C.2 nary 


an 
133 The Broadway, Mill Hill, N.W.7 


Managing Director : Telephones: TERminus 6267 Enrolment from 
pay i a — Monday, Ist September 
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THE “FINAL” TEST 


The comparative efficiency of a tutorial College or Company can most easily be tested by its ‘“‘ Honours Ratio” over 
a reasonable period, particularly in regard to the Final Examination. In the ten S.A.A. Final Examinations from May, 
1936, to. December, 1940, the Honours Places gained by “B.C.A.” Students include :— 


6 FIRST PLACES 
7 SECOND PLACES 
5 THIRD PLACES 


and 8 other Honours 


4% | Fees Temporarily Reduced | «x 


Che British College of Accountancy 


82, Coleman Street, London, E.C.2 


New Telephone Number: KELVIN 5178 


PCSESSESSERS ESSE ESSEC 


_ VALUATIONS 
_ \ ASSESSMENTS 
AND AUCTIONS 


AMP 


The Largest British 
Mutual Life Office 


£128,000,000 _ FACTORIES DAMAGE 


FOR SALE * 
FINANCIAL © 
PURPOSES | 


: MILLS ETC. 


New Business 1940 
(Ordinary Department) 


- £16,927,863 


Bonuses declared Annually 


AUSTRALIAN MUTUAL 
PROVIDENT SOCIETY 


Established 1849 in Australia 
73-76, KING WILLIAM STREET, LONDON, E.C.4. 
Wartime’ Address : 


“TARNMOOR,” HINDHEAD, SURREY 


JOHN FOORD &Co | 


39 VICTORIA St., LONDON,S.W.1 = 


(2 lines) 
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Phone: ABBEY 4432 |} 
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ADVERTISEMENTS 


%& Students of ACCOUNTANCY 


and the allied subjects will find the following authoritative text- 
books of the utmost assistance in preparing for examinations. 


COMMERCE: ITS THEORY AND PRACTICE 


) Be EVELYN THOMAS, B.Com.(Lond.), Ph. < Scat Edition.) 
pages. Cloth. 12s. 6d. net. Post free 13s. 


PRINCIPLES AND PRACTICE OF BOOK-KEEPING 
AND ACCOUNTS 


By B. G. VICKERY, F.C.A., F.S.A.A. (Ninth Edition). An 
Intermediate text-book, specially prepared by an experienced tutor, 
for Book-keeping and Acc Includes many 
examples and exercises, with skeleton answers. 727 + vii pages, 
bound in cloth. 12s. 6d.net. Post free 13s. 


ELEMENTS OF AUDITING 


By R. GLYNNE WILLIAMS, A.C.A. (institute and “ Allan Cookson 
Prizeman"’). (Fourth Edition.) Designed to set forth the basic 
principles and practice of Auditing for the Intermediate Student and 
= - es Clerk. 271 + viii pages. Cloth. 8s. 6d. net. Post 
ree 


BANKING AND EXCHANGE 
By S. E. THOMAS, oe yt Ph.D. (Fourth , “a ) 607 + 
viii pages, bound in cloth. IIs. net. Post free ! 
PRINCIPLES OF MERCANTILE LAW 


By E. W. CHANCE, O.B.E., LL.B. Volume | (Seventh Edition) 
revised ao MILLNER, M.A.(Cantab.). 259 + x pages. 8s. 6d. net. 
Post free 9s. Volume I! (Fifth Edition) revised by J. TURNER, LL.M. 
294 + xii lowe? 6s. 6d. net. Post free 7s. Volumes | and Il purchased 
together, 12s. 6d. net. ‘Post free 13s. 


From all Booksellers or direct from— 


The GREGG PUBLISHING CO. L®- 


GREGG HOUSE, 5! RUSSELL SQUARE, LONDON, W.C.! 


CIVILIAN 
WAR RISKS 


are normally covered 


WITHOUT 
_ EXTRA 
CHARGE 
under new 
WITH-PROFIT 
POLICIES 
cffected with the 
SCOTTISH WIDOWS’ 
FUND 


Head Offfice : 
9 ‘: Andrew Square 
Edinburgh, 2 


INSTITUTE 


and 


SOCIETY 


Examinations professional offices 


Comp ete TO PRINCIP ALS and 
— SUBSTITUTE STAFF 


HE Tutorial Services of The School of 
Accountancy are in considerable demand 
for the purpose of fitting new entrants to 


in the principles of 


Preliminary Accountancy, Auditing, Taxation, Trusts, Bank- 
Intermediate ruptcy, etc. A wide range of Courses is avail- 
Final able and rapid and efficient Service is assured. 


Complete informatien is contained in The School's General Prospectus—FREE. 


THE SCHOOL OF ACCOUNTANCY 


As The School’s London premises have been requisitioned by the Government, all communications should be addressed to the Glasgow 
Office. Complete arrangements have been made to ensure the uninterrupted provision of The School's full Tutorial Service. 


105 REGENT HOUSE, GLASGOW, C.2 
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ee ote 


For two centuries and a 


quarter, in Peace and in War, 
the character and security 


of the “Royal Exchange” ANALYSIS BOOKS 


have been established by The HOWCO series, comprising 


over 50 different rulings, will 
meet all your requirements. 
Ruled on specially made paper 


long experience. 


Make your enquiries to the and strongly bound. The best of 
all Analysis Books. Fully illust- 
Royal Rx change rated catalogue sent on request. 
Assurance H. HOWES & CO.. LTD 
27 OLD JEWRY, EC.2. Phone : Kelvin 4992 
at the Head Office at Royal Exchange, 7 BELL YARD, WC.2. Phone: Holborn 3073 
London, or to the nearest Branch Office woos tar= tailgate Ca ge Secapleored 
ie % Mail Order Dept: 53-55 Mansell St, London, E.| 
Phone: Royal 4094 
— 
Abnormal Cenditions aiaher sok a 
Inerease the possibility of POLICY, STATING NUM- 
BER OF PARTNERS AND 
Errors and Omissions 
32 :: STAFF :: 3: 
making | 


INDEMNITY INSURANCE 
ESSENTIAL 


MUIR BEDDALL & CO... LTD. 


SPECIALISTS IN INDEMNITY INSURANCE 


37, GRACECHUBRCH STRERTI, LONDON, E.C.3 


Telephone : MANoien Howse 8414 (12 lines) 


Also at: 49 King Street, Manchester ; 465 St. John Street, 
Montreal. 


ieeaetieeneiel —- —— —— a_i 
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The Analyses Important to Accountants 
‘ae 
Industrial IMMEDIATE Security for 
Companies’ TRUSTEES IN BANKRUPTCY. | 
Accounts RECEIVERS HIPS 
which appear regularly in CONTROLLERSHIPS 


| She Statist | | RprTISH LAW | 


are the most critical and 


informative published. INSURANCE COMPANY LTD. 


NINEPENCE WEEKLY Winns Stier Dans tvs ected te 
at all Bookstalls all Departments of H.M. Government 


SUBSCRIPTION RATES 


MGs Od. 2 Oe t 31 & 32, KING ST. CHEAPSIDE, LONDON, E..2 
12 Months - - {2 8s. Od. £2 10s. Od. . ; EC. 
6 Months - - {1 4s. Od. £1 5s. Od. Telephone—KELVIN 5569 (3 lines) 
Post free, including all Special Numbers Telegrams—" BRITLAW, CENT, LONDON "” 
THE STATIST COMPANY LIMITED, Quotations for other classes of Insurance 


51, Cannon Street, London, E.C.4. promptly submitted upon application. 


SPECIALISED TUITION. 


At the Examinations of the 
Society of Incorporated Accountants and Auditors 
Pupils of the Company have secured 
OVER 3.900 SUCCESSES 
61 FIRST PLACES 


59 SECOND PLACES 
198 OTHER HONOURS 
At the DECEMBER, 1940, Examinations, of the FOULKS LYNCH 


Pupils who worked not less than two-thirds of their Courses 74% 
were SUCCESSFUL in the Intermediate, and 56°, in the Final. 


The Syllabus of Tuition will be forwarded on application to 


H. Foutks LYNcH & Co. 


16, COLEMAN STREET, LONDON, E.C.2. 
Telephone: KELvin 1814. 
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Head Office: 


THE CENTRE or THE WORLD ‘OF FINANCE 


The Smancial. tomes 


ee? 1888. 
Largest circulation of any Financial Journal 
in the Empire. 


Recognised for half a century as the leading daily 
newspaper of finance, industry and commerce. 


72, Coleman Street, 
Telephone : 


London, €E.C.2 


CiTy 2605-9 


5,000 MEDALS and PRIZES 


have been secured at recent Public Examinations 
by Candidates who have used 


THE STU DENT'S 


GOMPLETE COMMERCIAL 


BOOK-KEEPING, w= 


ACCOUNTING » BANKING 


By ARTHUR FIELDHOUSE, Accountant, 
66, Trinity Street, Huddersfield, Yorks. 


who will forward copy Index, containing 2,000 References, 
on receipt of post card to Trinity Street, Huddersfield. 


EDITION—FIFTIETH ! 1 ! 


400 EXERCISES. KEY ready. 
1,200,000 Copies Sold. 


1,000 pp. 
Price 8/-. Post Free 8/7. 


{t ts the only RELIABLE, COMPLETE and UP-TO-DATE GUIDE 
to all EXAMINATIONS, and includes 1939 EXAM. PAPERS 


“ THE SECRETARY,”’ the organ of the Chartered Institute 
of Secretaries, says :—“ This book is as good in its way as 
Gore-Browne’s ‘ Handbook on Joint Stock Companies Law,’ 
or Palmer’s ‘ Shareholders’ and tors’ Legal Companion’ ; 
its editions are exhausted as rapidly, at the rate of one per 
annum, and it is equally practical. We are not aware of 
any publication, issued at the same price, which covers the 

same ground as completely, or in which the difficult art of 
condensation without coafusion i o well played” 
PUBLISHED BY 


ARTHUR FIELDHOUSE, Huddersfield ; or SIMPKINS, London. 
OF all Booksellers and GEE & CO., 6 Kirby Street, E.C.1 


Arbitration 


Arbitration plays an important part in the 
professional activities of both Chartered 
and Incorporated Accountants. 

The Institute of Arbitrators was formed in 
1915 for the purpose of providing an organisa- 
tion which specialised in the knowledge of 
the Law and Procedure therein, as well as to 
further the settlement of disputes by this 
means. 

Membership is open to members of specified 
Professional Bodies of which the Institute of 
Chartered Accountants and the Society of 
Incorporated Accountants and Auditors are 
included, and Chartered Accountants and 
Incorporated Accountants are eligible for the 
Institute Panel for Professional Arbitration. 


Particulars may be obtained from the Secretary, 


The Institute of Arbitrators 


(Incorporated) 
10 Norfolk Street, W.C.2 


Examinations are held in May and November. 
Practice Arbitrations are suspended daring 
the present emergency. 
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iT 


Now Reody. US nets postage 24. extra: | MMIII << 
TABLES OF emit: 
PROCEDURE COURT BONDS 


(THIRD EDITION) on behalf of 


by BERTRAM NELSON, F.S.A.A. TRUSTEES IN BANKRUPTCY 
and J. F. H. TEMPLER, LL.B. and under Deeps oF ARRANGEMENT, 


LiquipaTors and SpecIAL MANAGERS, 
Recervers IN CHANCERY, KinG’s BENCH and 


COMPANY FORMATION : ALTERATIONS OF MANAGEMENT and ADMINISTRATION DEPARTMENT, 

CAPITAL : WINDING-UP : COMPANY RECON- ADMINISTRATORS, 

STRUCTIONS : RECEIVERSHIPS : INSOLVENCIES : CoMMERCIAL FIDELITY GUARANTEES, 

DEEDS OF ARRANGEMENT : EXECUTORSHIP : Customs and Excise Bonps, 
INVESTIGATIONS 


SPECIAL INDEMNITIES in connection with 
Missinc BENEFICIARIES, 
In each case the procedure is detailed in Lost Documents, and Derects In TITLE, 


chronological order, with references to the Apply to the 


relevant Statutes, Rules and Forms, and with notes 
on matters of practical importance. Indispensable 
to Accountants and Company Secretaries. 


THE SOLICITORS’ LAW STATIONERY SOCIETY Assurance Company, Limited. 


"31 BREAMS BUILDINGS, LONDON, E.C.4 Head Office : 
and Branches PHENIX HOUSE, KING WILLIAM ST., LONDON, E.C.4 


PUTT LALLA LALLA 


a JUST READY, £1 10s, net, postage 8d, JUST READY, £1 5s, 8d, net, post free » 
- MEWS’ CHITTY’S 
ae 


ANNUAL DIGEST, ANNUAL STATUTES, 


1940 1940 
of all Reported Cases BY The Hon. D. MESTON, 
TOGETHER WITH Barrister-at-Law 
Consolidated Tables of Cases Reported and of Cases 
and Statutes Judicially Considered in the years The volume contains all _the 
1936 to 1940 Acts of Practical Utility 
BY C. T. WHITFIELD HAYES, passed during the year, with 
Barrister-at-Law Notes 
AND , 
A Subject Index to the Cases Reported in the Incorporated Enactments 
years 1936 to 1940 and 
BY D. K. BELCHER, 
Barrister-at-Law Index 


SWEET & MAXWELL, LTD. STEVENS & SONS, LTD. 


3, CHANCERY LANE, W.C.2. 119, CHANCERY LANE, W.C.2. 


SWEET & MAXWELL, L": 
(OFFICIAL BOOKSELLERS TO THE SOCIETY) 


baci in Stock Books for all Accountancy Examinations 
CATALOGUE “M” free on application to : 


3, CHANCERY LANE, W.C.2 a 4 
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xiv ADVERTISEMENTS 


PITMAN’S 
BOOKS — 


ADVANCED ACCOUNTS 

Edited by R. N. Carter, M.Com., F.C.A. A manual of advanced book- 
keeping and accountancy for accountants, book-keepers and business men. 
lt thoroughly meets the requirements of the various examining bodies. 


1,106 pages, 7s. 6d. Key, by R. A. Goodman, 20s 

ACCOUNTANCY 

By William Pickles, B.Com., F.C.A., A.S.A.A. A textbook for the 
professional accountant and advanced c cial One of 


the most complete accountancy books ever published and is an aahesiamben 
and detailed — on all matters concerning the theory and practice. 
15s. Key, 12s. 6d 


MUNRO’S BOOK-KEEPING AND ACCOUNTANCY 

By A. Munro, F.C.1.S. Revised by Alfred Palmer, A.S.A.A. Recognised 
as a reliable and complete guide to all commercial and professional examinations 
in book-keeping and accountancy. In addition to its value to students the 
book forms a useful reference book for general purposes. Twelfth edition, 7:. 
Key, 7s. 6d. net. 


PITMAN’S DICTIONARY OF BOOK-KEEPING 

By R. J. Porters, F.R.C.A. Book-keepers’ Journal says : ‘‘ Every teacher and 
pm ty ¢ Book-keeping ought to get this dictionary for it is exceedingly 
good. . net. 


STORES ACCOUNTS AND STORES CONTROL 

By J. H. Burton. A most helpful manual for cost clerks, cost accountants 
and students of stores accounting, and a complete guide to modern stores 
organization. Third edition, !0s. 6d. net. 


COMPANY ACCOUNTS 

By Arthur Coles. Fifth edition, by W. Cecil Wood, A.C.1.S. The Accountant 
says: ‘ The author has succeeded in compressing within the space of one 
volume all the necessary and essential information as to systematic and 
precise accounts for practical application." 10s. 6d. net. 


PRINCIPLES OF AUDITING 

By F. R. M. de Paula, O.B.E., F.C.A. This well-known standard textbook is 
essentially of interest to students of accountancy and examination candidates, 
and will also prove of great value to the practitioner. Tenth edition. 10s. 6d. 


MANUAL OF COST ACCOUNTS 

By H. Julius Lunt, F.C.A., F.C.W.A., and A. H. Ripley, F.C.W.A. 
A well-known textbook, of immense value to students and practitioners 
alike, providing a logical ‘and —* compiled course of instruction in the 
subject. Seventh edition, 8s. 


BUSINESS BOOK-KEEPING 


By J. Routley.. A concise exposition of the essentials of book-keeping, 
arranged on the ‘‘ concentric "’ principle, with ang ; ~~ > ye and 
numerous carefull coy graded exercises. Second edition, 4s 

Goodman, 8s net. 


OFFICE ORGANIZATION AND MANAGEMENT 

By Lawrence R. Dicksee and Sir H. E. Blain. Twelfth edition by Stanley 

Ww. Rowland, LL.B. F.C.A. An exceptionally useful book to those who are 

about to organise the office of a new undertaking, to executives desiring to 

— their offices, and to students for professional examinations. 
. 6d. net. 


2,000 Books 


on Book-keeping, Accountancy, 
Secretarial Work and all other 
aspects of Commerce and Business 
Organization, &c. Send for the 
of Pitman’s 
Commercial Books, post free,from 


PITMAN’S, 39 Parker St. 
Kingsway, London, W.C.2 


E. IRVINE HALLAS, A. Cc. A. 
55, TYRRELL STREET, BRADFORD. 
INSTITUTE AND SOCIETY EXAMS. 
Expert postal and oral tuition, based on 
30 years’ experience in preparing candi- 
dates for these Exams. Tuition adapted to 
meet precise personal needs of each candi- 
date. Painstaking criticism and marking of 
work, and prompt return of all papers is 
guaranteed. Moderate Fees. Copies of over 
600 signed letters received from past students 
will be sent on request. 


LARGE DEPT. FOR COMMERCIAL BOOKS 


FOYLES 


BOOKSELLERS TO THE WORLD 


New and secondhand Books on every subject. 
113-125 CHARING CROSS ROAD, LONDON, W.C.2. 
Telephone : GERrard 5660 (16 lines) 


} 
\ 


MEETINGS 


- va oP 


HE Council of the Society of Incorpo- 

rated Accountants is prepared to 

let the Great Hall and Committee Rooms 

at Incorporated Accountants’ Hall for 
Meetings, Arbitrations, &c. 


oe-f& @ 


Terms and further particulars may be had on application 
to the Secretary. 
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September, 1941 


ACCOUNTANCY 221 


—Points from Published Accounts 


Several important questions are raised, and left 
unanswered, by the accounts of Boots Pure Drug Co. 
The main item of revenue—consisting of trading profit 
and investment income after deduction of staff pensions, 
management remuneration and taxation—records an 
increase from £980,851 to £1,000,778, even though 
nothing but a very small preference dividend has been 
included this time by way of contribution from the 
subsidiaries. The latest figure is, however, subject to 
three new debits, viz. £52,436 for A.R.P. expenditure, 
£70,959 for war risk insurance of commodities and 
£45,000 for premiums payable under the War Damage 
Act. In each case the figure stated is a net sum, the 
profit and loss account showing that £60,823 of A.R.P. 
costs, £97,689 of commodities insurance and £125,000 
of war damage insurance contributions have been borne 
by the subsidiaries. The point is that there is nothing 
new in A.R.P. expenditure, and for that matter the 
commodities insurance scheme was in operation for six 
months before the 1939-40 accounts were drawn up. 
As there were no similar entries a year ago the question 


suggests itself whether the parent company has on this- 


occasion assumed liabilities previously borne by the 
subsidiaries. If it has, then the trading profits already 
quoted cannot be regarded as strictly comparable. 
Further, the provision 6f £45,000 made by the parent 
company for war damage insurance premiums has been 
met by a transfer from contingencies reserve. That 
fund, which has been renamed the war contingencies 
and damage reserve, has also been depleted by £250,000 
in making contributions to subsidiary companies 
towards war contingencies, Have the subsidiaries, 
from the reserves thus made available to them, in turn 
provided for war damage insurance otherwise than by 
allocations from revenue? The query is underlined 
by the fact that the subsidiaries have made no return 
on their equity capital, and it prompts the reflection 
that, with interests in these companies accounting for 
£1,905,754 of an assets total of £9,940,636, a con- 
solidated profit statement would be helpful. It is 
known that in past years the subsidiaries have been 
allowed to retain a goodly proportion of their profits ; 
but it has remained an open question whether continued 
expansion in the scope of their operations has left their 
working capital position strong enough to justify the 
directors of the parent company in committing them- 
selves to a more liberal policy of profit distribution. 
Despite this, hopes of an eventual scrip distribution 
have been entertained in the share market year after 
year, the shares having been quoted on a very low yield 
basis. It is interesting, therefore, to observe that in 
the present accounts a bank loan of £502,298 appears 
as a new liability. The final question must be whether 
this represents the full bank indebtedness of the group. 
Wiggins, Teape’s Detailed Accounts 

Very different are the accounts submitted by Wiggins, 
Teape & Co. (1939), which, as always, are an object 
lesson in the presentation of detailed information. Not 
only are the profit and loss account and the appropriation 
account of the holding company itself admirably 
itemised, but there are equally comprehensive sum- 
maries for the group as a whole and the two sets of 
statements are brought together and related on yet 
another page. A consolidated balance sheet shows 


goodwill accounts of £575,617, but against that there 
are free reserves amounting, with the undivided profit 
and loss balance, to /£1,128,013. The gross trading 
profit of the whole group has advanced from /£1,385,647 
to £1,499,912, but despite a reduction in general expenses 


the net profit, subject to gross debenture interest and 
dividend requirements, is down from {475,073 to 
£337,359. Partly this is because war damage insurance 
is a new charge of £33,600, but mainly it reflects an 
advance from {£233,246 to {£431,559 in income tax, 
E.P.T. and N.D.C. The chairman reminds shareholders 
that additions to internal reserves and provision for 
war damage insurance have to be made out of taxed 
profits. That consideration—apart altogether from the 
acute incidence of E.P.T. in particular instances— 
explains why taxation looms disproportionately large in 
so many company accounts, but it is a technical con- 
sideration that most investors, probably, are not 
equipped to grasp. 
A Tax Anomaly 

It is clear that, E.P.T. apart, the relationship which 
final taxed profits bear to the amount of the tax pro- 
visions must depend in a large measure upon directorial 
policy. In the old days it was reasonable, where tax 
bore a marked disproportion to available profits, to 
assume that profits had been conservatively struck or 
that a tax reserve in the most liberal sense had been 
created. Now, however, the explanation may be that 
the directors have charged to revenue items which, 
while demonstrably calling for annual treatment from , 
income, are not permissible deductions for tax purposes. 
From this situation very curious anomalies may result, 
as the Rolls-Royce accounts show. In this case the net 
profit, subject only to income tax, is £499,502, following 
on £464,263 for the previous year. There is a transfer 
of £300,000 to tax reserve, and the balance of £199,502, 
with {£26,961 drawn from the credit brought in, is 
applied in paying a dividend of 20 per cent. The 
£226,463 involved by this distribution is, however, a 
gross sum; in other words half of it represents income 
tax. Thus the total income tax provision is £413,231 
and the final net profit is only £86,271. Remembering 
that Rolls-Royce has, to judge from the disclosed profit 
record, a relatively favourable E.P.T. standard, this is 
almost reductio ad absurdum. 


Tootal Broadhurst Lee 

Such anomalies make it more difficult than ever for 
the layman to draw valid conclusions from company 
accounts, however helpfully these may be drawn up. 
His perplexities are rendered more profound by the very 
general practice of suppressing particulars of the amount 
absorbed by Excess Profits Tax. A case in point is 
provided by the accounts of Tootal Broadhurst Lee, 
the textile manufacturers. It may seem invidious to 
illustrate a deficiency that has become widespread by 
referring to one particular company, but it happens that 
Tootal Broadhurst Lee has always made a practice of 
revealing the annual amount taken to tax reserve. For 
1940-41 there is a transfer of £150,000 to what is baldly 
described in the profit and loss account as “ reserve for 
taxation.”” In the balance sheet itself this fund is 
called a ‘‘ special reserve for taxation,’’ while in the 
directors’ report it becomes a “ reserve for Income Tax 
and National Defence Contribution.’”” That makes it 
plain that, whatever appellation may be applied to it, 
the reserve in question does not take care of Excess 
Profits Tax ; and, indeed, the profit and loss account 
shows that E.P.T., as well as war damage contribution 
and contingent provisions, has been deducted before 
striking the trading profit figure. That being so a 
decline in this figure from {£247,819 to £218,706 can 
throw little or no light upon the relative trading experi- 
ence even for those versed in the textile trades or skilled 
in the accountancy profession. 
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ACCOUNTANCY 


September, 1941 


Society of Incorporated Accountants 


EXAMINATIONS 


The Society’s summer examinations were held on July 30 and 


. 31. and August 1 at Taunton School, Somerset, and at Sed- 


bergh, Yorkshire, and at the usual centres in Scotland, 
Ireland, and South Africa. Sincere thanks are due to the 
headmasters at Taunton and Sedbergh, and to the members 
of their staffs who so kindly assisted in the conduct of the 
examinations. The candidates sitting at Sedbergh contri- 
buted £5 5s. to the Sedbergh School Mission at Bradford, and 
the Hon. Treasurer has asked that his cordial thanks may be 
conveyed to them. 


PERSONAL NOTES 

Mr. R. H. Bindloss, F.S.A.A., upon his retirement from the 
position of Deputy Accountant General to the- Ministry of 
Labour and National Service, has been appointed Finance 
Member of the Board of Directors of the National Service 
Hostels Corporation, Ltd.—a company limited by guarantee 
and not for profit—which has been formed to provide residen- 
tial and reception hostels for people engaged in war work. 

Mr. Charles M. Dolby, F.S.A.A., has been placed on the 
Commission of the Peace for the City of Liverpool. 

Mr. J. K. Douglas, Incorporated Accountant, has com- 
menced practice at 15, London Road, Liverpool, 3. 

Mr. D. J. Charles, Incorporated Accountant, has com- 
menced public practice at Bols Chambers, 44, Murray Street, 
Llanelly. 

Mr. Joseph W. Shepherd, Incorporated Accountant, 
78, King Street, Manchester, 2, has opened a _ branch office at 
Williams Deacon’s Bank Chambers, Colwyn Bay. 

Messrs. S. R. Fuller & Co., Lillies Chambers, 39, Albion 
Street, Leeds, announce that consequent upon the death of 
Mr. S. R. Fuller the practice will be continued by the remain- 
ing partners, Mr. E. T. Seymour and Mr. Marriner. The 
name of the firm will remain unchanged. 

Mr. Albert V. Hussey, Incorporated Accountant, begs to 
announce that as from September 1, 1941, he will commence 
in practice under the name of Albert V. Hussey & Co., and 
that pending the obtaining of a permanent City address, he 
may be communicated with at the offices of Messrs. Charles G, 
Clark & Co., Incorporated Accountants, Northgate House, 
20, Moorgate, London, E.C.2. 

Mr. A. F. Saunders, F.C.A., F.S.A.A., and Mr. A. D. 
Saunders, B.A., A.C.A., announce that their partnership in 
the firm of A. F. Saunders & Co., Chartered Accountants, is 
terminated by mutual consent and both partners retire from 
public practice. 

Mr. A. F. Saunders, F.C.A., F.S.A.A., Mr. W. E. Brown, 
A.S.A.A., A.C.1.S., and Mr. F. H. Turner, A.S.A.A., announce 
that their partnership in the firm of Saunders, Brown & Turner, 
Incorporated Accountants, is terminated by mutual consent 
from August 15. Mr. F. H. Turner will join as a partner the 
firm of Allen, Baldry, Holman & Best, Incorporated Account- 
ants, 36, New Broad Street, London, E.C.2. Mr. W. E. 
Brown will continue practice in his own name at 150, Hendon 
Lane, London, N.3 (Telephone: Finchley 3572). 


OBITUARY 
ALEXANDER AIKEN 

We have learned with much regret that Mr. Alexander 
Aiken, J.P., LL.D., F.S.A.A., senior partner of Messrs. Alex. 
Aiken & Carter, Johannesburg, died recently at the age of 80. 
Mr. Aiken received his early business training in the office * 
of the Town and County Bank at Peterhead and at that time 
his health was far from good. It was probably on that 
account that he went to South Africa. He became a 
member of the Society of Incorporated Accountants in 
1897. He was a member of the first Transvaal Com- 
mittee on its formation in 1903, and was chairman for the 
year 1905-6. The Ordinance passed in 1904 to provide for 
the Registration of Accountants in the Transvaal named 
Alexander Aiken as a member of the Provisional Council‘ 
which was to form the Transvaal Society of Accountants and 
to open the Register of Public Accountants. He was President 
of the Transvaal Society in 1907. During the South African 
War he served as assistant financial adviser to Lord Roberts. 


He held the honorary degreé of LL.D., bestowed on him by 
Witwatersrand University, and was on the South African 
Board of Barclays Bank (Dominion, Colonial and Overseas). 

Dr. Aiken’s advice on professional matters was eagerly 
sought. 

SAMUEL RICHARD FULLER 

Mr. S. R. Fuller, F.S.A.A., who died on August 9 at the 
age of 69, had been in public practice in Leeds for more 
than forty years. He became a member of the Society of 
Incorporated Accountants in 1904 and a Fellow in 1922. 


JOHN BOLLERS 

We recently heard of the death of Mr. John Bollers, 
A.S.A.A., of Georgetown, British Guiana. He had been a 
member of the Society for over 40 years, and for a long 
period had held an appointment as Secretary to the British 
Guiana and Trinidad Mutual Fire Insurance Co., Ltd. The 
late Mr. Bollers communicated with the Society from time 
to time and called at the Society’s head office when he visited 
Great Britain. 


EDWARD SOLOMON HARE 

It is with much regret that we record the death at the age 
of 71 of Mr. Edward Solomon Hare, F.S.A.A., senior partner 
of Messrs. Solomon Hare and Co., Incorporated Accountants, 
Bristol, and a Past President of the West of England District 
Society. He died on July 25 after a long illness. 

Mr. Hare became a member of the Society of Incorporated 
Accountants in 1904, when he was already in practice in 
Bristol. He always took a keen interest in the work of the 
West of England District Society, of which he was the first 
Hon. Auditor. He later held the offices of Librarian and Vice- 
President, was President from 1926 to 1929, and remained a 
member of the Committee until the date of his death. The 
District Society was represented at the funeral service. 


STANLEY CLEMENCE 

We regret to announce the death on August 7, at the 
comparatively early age of 51, of Mr. Stanley Clemence, 
A.C.A., A.S.A.A. Mr. Clemence became a member of the 
Institute of Chartered Accountants in 1913 and of the Society 
of Incorporated Accountants in 1919. He served during the 
Great War in the Canadian Volunteer Force and the Cheshire 
Regiment, and was severely wounded. In 1919 he entered 
the office of Mr. E. J. Wolstenholme, F.S.A.A., at Rochdale, 
and shortly afterwards was taken into partnership in the firm 
of E. J. Wolstenholme and Clemence. His professional 
ability and his social qualities combined to make him widely 
known and respected in Rochdale. 


REMOVALS 


Messrs. C. A. Meares & Co., Incorporated Accountants, 
announce a change of address to 5, Cyprus Park, Bloomfield, 
Belfast. 

Messrs. Leonard Gostyn & Co., Incorporated Accountants, 
have removed their offices to 2, Endsleigh Street, Tavistock 
Square, London, W.C.1. 

Messrs. Hatfield, Dixon & Co., Incorporated Accountants, 
formerly of Walbrook, are now practising at 21, Birchin Lane, 
London, E.C.3. 

The City of London College will hold winter courses at the 
Sir John Cass Technical Institute, Jewry Street, Aldgate, 
E.C.3, on Saturdays, from 1.30 to 4.30 p.m., commencing on 
September 20. Enquiries should be addressed to the College 
at the City Literary Institute, Stukeley Street, Drury Lane, 
W.C.2 (Holborn 8368). 

Former students are asked to notify the College at the City 
Literary Institute of their successes in the Society’s Examina- 
tions in December, 1940, and July-August, 1941, owing to 
the destruction of the College records. 


The North-Western Polytechnic will, if possible, hold classes 
next session in the evenings. In any event courses for the 
examinations of the Society of Incorporated Accountants will 
be held. Enrolment will take place from September | at the 
North-Western Polytechnic, Prince of Wales Road, N.W.5. 
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STAPLES ano BORNEMAN’S 


EXCESS 
PROFITS TAX 


NEW AND GREATLY ENLARGED EDITION 


REVISED UP TO THE MINUTE 


incorporating the provisions of the 


FINANCE ACT, I94I 


AND RECENT CHANGES IN PRACTICE 


Please Order Now 15 /- Post Free 15/9 


PUBLISHED BY TAXATION PUBLISHING -COMPANY LIMITED AND JORDAN & SONS LIMITED 
“Taxation ’’ Publications may also be obtained from Messrs. P. S. KING & SON, LIMITED 
14, Gt. Smith Street, Westminster, S.W.| 


ORDER FORM 
Taxation Publishing Company Limited, Taxation House, Guildford, Surrey 


London Offices : Kingsway House, Kingsway, London, W.C.2 Northern Offices: Bardon Chambers, Infirmary Street, Leeds 
of STAPLES AND BORNEMAN’S EXCESS PROFITS TAX at 15/9 post free 


Remittance £ ee a, — a ane neeminy sine wre 
PRICE 15/ = NET. 15/9 Post Free FINANCE ACT, 1941, EDITION—GREATLY ENLARGED 
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ADVERTISEMENTS 


for Victory 


Just as one day the world wakes up to the fact that everywhere 
one symbol is expressing a common meaning, so is a reputation 
formed, unconsciously day by day, until its outlines are auto- 
matically conjured up at the mention of a name. 


The Guildhall, symbol of the City’s strength, resilience and 
reliability, was chosen nearly half a century ago to be the 
brand name of a series of account books. 


During the period that followed, that symbol has become 
identified in reputation with the ‘ Guildhall” line,- and the 
standards of the “ Ruling’’ House have been quietly. established 
in the minds of Accountants and Business men. 


TOLLIT & HARVEY 


THE ‘‘ RULING” HOUSE 


Three London Addresses: CITY—40 Gresham Street, E.C.2 
STRAND—Bush House, W.C.2 
WESTMINSTER—Dacre House, Victoria Street, $.W.1 


Factory and Warehouse: 44-48 Southwark Bridge Road, S.E.I 


Published on a of Tur Society or IncorPorATED ACCOUNTANTS AND AUDITORS by AtexanperR Apnett Garrett, Secretary, at Incorporated 


ts’ Hall, Victoria Embankment, London, W.C.2, and Printed in Great Britain by T. Wuirtincuam & Co., Limirep, 
Pixmore Avenue, Letchworth, Herts., September, 1941. 
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